[No. 21] 


FULL COMMITTEE HEARINGS ON H. R. 5304, TO PERMIT MEMBERS 
OF THE ARMED FORCES TO ELECT CERTAIN CONTINGENCY 
OPTIONS, AND FOR OTHER PURPOSES (SURVIVOR BENEFITS) 


Housk or REPRESENTATIVES, 
ComMITTEE ON ARMED SERVICES, 
Washington, D. C., Thursday, May 21, 1958. 
The committee met at 10 a. m., Hon. Dewey Short (chairman of 
the committee) presiding. 
fe The Coainman. Members of the committee, this morning we are 
going to take up a piece of legislation that is long overdue. 
Yesterday Mr. Smart introduced a clean bill, the number of which 
is H. R. 5304. 
(The bill referred to follows:) 


[H. R, 5304, 83d Cong., 1st sess.] 


A BILL, To permit members of the Armed Forces to ele ct certain contingency options, and fo other purposes 


it enugueyed y the Senate and House of Representatives of the United States of 
Amea iuVon fess assembled, That this Act may be cited as the ‘Uniformed 


Serveegs Opiiting icy Option Act of 1953”. 
As this Act — 


term niformed services’? means the Army of the United States, 
Nav Air Force of the United States, Marine Corps, Coast Guard, Coast and 
Geodttic Survey » apd Public Health Service, and all regular and reserve compo- 
ne nttphercef, 

(b)-The means a commissioned officer, commissioned warrant 
dlatPacscraes offider, nurse, flight officer, or a person in an enlisted grade, of 
any opdhe uniformed services and a person entitled to retainer pay in the Fleet 
Reserve or Fleet Marine Corps Reserve with credit for sixteen or more years of 
naval service. 

(c) The term “active member’’ means a member on the active list of a regular 
or reserve component of a uniformed service. 

(d) The term “retired member’? means a member or former member of a uni- 
formed service, who is or has been awarded retired or retirement pay as a result 
of service in one of the uniformed services, 

(e) The term “widow” includes a widower and refers only to the spouse at the 
date of retirement of an active member or to the spouse at the effective date of 
this Act in the case of a retired member at the effective date of this Act. 

(f) The term ‘child’? means a legitimate child, a stepchild in fact dependent 
upon the member for support, or a legally adopted child, who is under eighteen 
years of age and unmarried, and refers only to an active member’s child who was 
born and is living at the date of retirement of the active member or to a retired 
member’s child who was born and is living at the effective date of this Act in the 
case of a retired member at the effective date of the Act. 

(g) The term ‘retired pay’”’ includes retirement pay, equivalent pay, and re- 
tainer pay. 

(h) The term “department concerned”’ means (A) the Department of the Army 
with respect to the Army, (B) the Department of the Navy with respect to the 
Navy and Marine Corps, (C) the Department of the Air Force with respect to 
the Air Force, (D) the Treasury Department with respect to the Coast Guard, 
(£) the Department of Commerce with respect to the Coast and Geodetie Survey, 
and (F) the De ‘partment of Health, Education, and Welfare with respect to the 
Public Health Service. 
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Sec. 3. (a) An active member may elect, prior to the completion of eighteen 
years of service which is creditable in the computation of active-duty pay in the 
uniformed service of which he is a member, to receive a reduced amount of any 
retired pay which may be awarded him as the result of service in his uniformed 
service in order to provide one or more of the annuities specified in section 4, 
payable after his death in a retired status to his widow, child, or children, if such 
widow, child, or children are living at the date of his retirement. Where the 
active member is awarded retired pay by his uniformed service for physical dis- 
ability prior to the completion of the eighteen years of service, the election may 
be made at the time of retirement. An active member who has heretofore com- 
pleted the eighteen years of service may make this election within one hundred 
and eighty days after the effective date of this Act. A person who is a former 
member on the effective date of the Act and who has prior to that time com- 
pleted eighteen years of service may make the election at the time he is awarded 
retired pay by his armed force. The terms of the election may be modified or 
revoked by a member at any time prior to his retirement but any moditication 
or revocation so made shall not be effective if he retires within five vears after the 
cate itis made. Any member who revokes an election shall not thereafter be per- 
mitted to withdraw or modify his revocation and after it becomes effective, he 
shall not be permitted to be covered in any way by this Act. 

(b) A retired member who has heretofore been awarded retired pay by a uni- 
formed service may, within one hundred and eighty days after the effective date 
of this Act, elect to receive a reduced amount of that retired pay in order to pro- 
vide one or more of the annuities specified in section 4, payable after his death 
to his widow, child, or children. An election so made shall thereafter be irrevocable. 

(c) Whenever a member, former member, or retired member is determined to 
be mentally incompetent by medical officers of the service concerned or of the 
Veterans’ Administration, or is adjudged mentally incompetent by a court of 
competent jurisdiction, and because of such mental incompetency is incapable 
of making any election provided in this section within the time limitations specified 
therein, the head of the department concerned may make the appropriate election 
provided for in this section on behalf of such member if so requested by the spouse 
or if there be no spouse by the child or children of such member. If such member 
is subsequently determined to be mentally competent by medical officers of the 
Veterans’ Administration, or where appropriate is subsequently adjudged men- 
tally competent by a court of competent jursidiction, he may, within one hundred 
and twenty days of such determination or judgment, modify, or terminate the 
election made on his behalf. Deductions theretofore made shall not be refunded. 

Sec. 4. (a) Under the conditions set forth in section 3, an active or retired mem- 
ber may elect one or more of the following annuities, payable under this Act, in 
such amount, expressed as a percentage of the reduced amount of his retired pay, 
as he may specify at the time of clection, in amounts equal to one-half, one-quarter, 
or one-eighth of the reduced amount of his retired pay. 

(1) An annuity payable to or on behalf of his widow, the annuity to terminate 
upon her death or remarriage, whichever first occurs. 

(2) An annuity payable to or on behalf of his surviving child or children, the 
annuity to terminate when there ceases to be at least one such surviving child, 
unmarried and under eighteen years of age. Each payment under such annuity 
shall be paid in equal shares to or on behalf of the surviving children who are 
unmarried and under eighteen years of age at the time the payment is due. 

(3) An annuity payable to or on behalf of his widow and surviving children, the 
annuity to terminate upon: the death or remarriage of the widow; or, if later, 
the first day of the month in which there are no surviving children of the member 
who are under eighteen years of age and unmarried. Such annuity shall be paid 
to the widow until death or remarriage, and thereafter each payment under such 
annuity shall be paid in equal shares to or on behal of the surviving children under 
eighteen years of age and unmarried at the time the payment is due. 

(4) An annuity payable under the same terms and conditions as specified in 
(1), (2), or (3), of this subsection, with the additional provision that no further 
deductions shall be made from the retired pay of the member commencing with 
the first day of the month following that in which there was no beneficiary who 
would have been eligible to receive, upon the death of the member, an annuity 
payable under the election made by him. 

(b) Where an active or retired member desires to provide more than one 
annuity, he may elect (1) and (2) of subsection (a) of this section, with or without 
the provisions of (4) thereof, but in no case may the combined amounts of the 
annuities exceed 50 per centum of the amount of his retired or retirement pay. 
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(c) The reduction to be made in the retired pay of an active or retired member 
who has made an election under section 3 shall be computed by the uniformed 
service concerned in each individual case, as of the date of retirement in the 
case of an active member and as of the date of election in the case of a retired 
member, by an actuarial equivalent method using as a basic appropriate actuarial 
tables selected by the Board of Actuaries designated in section 8 and an interest 
rate of 3 per centum per annum. In the case of an active or retired member the 
computation shall be made at the time of retirement, or election, as appropriate, 
and the actuarial equivalent method and actuarial tables shall be those in effect 
at that time. 

(d) Any member on the temporary disability retired list who has elected, 
pursuant to section 3 of this Act, to receive reduced retired pay in order to pro- 
vide one or more of the annuities specified in section 4 of this Act, and who is 
subsequently removed from the list due to any reason other than permanent 
retirement shall have refunded to him a sum which represents the difference 
between the amount by which his retired pay has been reduced in accordance 
with his election under section 3 of this Act and the cost of an amount of term 
insurance which is equal to the protection provided his dependents during the 
period he was on the temporary disability retired list. 

Sec. 5. A retired member of a uniformed service who has made the election 
specified in section 3 shall, during any period in which he is not receiving retired 
pay, deposit with the United States Treasury the amount which would have 
been withheld from his retired pay had he been receiving that pay. 

Sec. 6. Determination and certification of eligibility for, and payment of, 
annuities payable under this Act and any other payments or refunds authorized 
shall be made by the department concerned, except that payments for depart- 
ments other than the military departments shall be made through the disbursing 
facilities of the Treasury Department. Determinations, certifications, refunds. 
and payments under this Act shall not be subject to review by any administrative 
or accounting officer of the Government. 

Src. 7. (a) The head of the department concerned is empowered to use any 
means provided by law to recover amounts of annuities erroneously paid to any 
individual under this Act. The head of the department concerned may authorize 
such recovery by adjustments in subsequent payments to which the individual 
s entitled. 

(b) There need be no recovery as provided in subsection (a) of this seetion 
when, in the judgment of the head of the department concerned, the individual 
to whom the erroneous payment has been made is without fault and recovery 
would be contrary to the purpose of this Act or would be against equity and 
good conscience. 

(ec) No certifying or disbursing officer shall be held liable for any amount 
erroneously certified or paid by him pursuant to this Act, unless, in the judgment 
of the head of the department concerned, such erroneous certification or pay- 
ment is the result of his gross negligence or his intent to defraud. 

Sec. 8. This Act shall be administered under regulations prescribed by the 
President, which regulations shall be uniform insofar as practicable for all of the 
uniformed services. The President shall report annually to the Congress upon 
the operation of this Act. For the purpose of advising in the administration 
of this Act, the President shall convene annually or oftener if he deems necessary, 
a Board of Actuaries to be composed of the Government Actuary, the Chief 
Actuary of the Social Security Administration, and an actuary to be selected 
from the membership of the Society of Actuaries. The compensation of the 
actuary selected from the membership of the Society of Actuaries shall be fixed 
by the President. The tables to be used in computing deductions in retired or 
retirement pay to provide the annuities under this Act shall be those recom- 
mended by the Board of Actuaries. 

Sec. 9. No annuity payable under this Act shall be assignable, either in law 
or equity, or be subject to execution, levy or attachment, garnishment, or other 
legal process. 

Sec. 10, All annuities payable under this Act shall accrue from the first day 
of the month in which the retired member dies and shall be due and payable 
not later than the fifteenth day of each month following that month and in 
equal monthly installments thereafter, except that no annuity shall acerue or 
be paid for the month in which entitlement to that annuity terminates. 

Sec. 11. Annuities payable under this Act shall be in addition to any pensions 
or other payments to which the beneficiaries may now or hereafter be entitled 
under other provisions of law, and shall not be considered income under any 
law administered by the Veterans’ Administration. 
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Src. 12. There are hereby authorized to be permanently appropriated such 
sums as may be necessary to carry out the provisions of this Act. 

Src. 13. This Act shall take effect on the first day of the month following the 
month in which it is enacted. 

The Cuarrman. It is a bill that deals with optional survivors 
benefits. I think members of the committee know that when a man 
retires today be draws his retirement pay until he dies, and then it is 
ended. 

No provision is made to take care of his widow, orphans, or depend- 
ents. 1 think perhaps the gentleman from Texas, Mr. Kilday, knows 
more about this survivor-benefit bill, or plan, or legislation—the 
various plans that have been offered—perhaps than any other member 
of this committee. 

He worked long and hard on it last year. I trust that all the mem- 
bers of this committee and the House will also listen to Mr. Hardy 
when he gets an hour’s permission to address the House, 

| don’t think he has done it yet. 

Mr. Harpy. I am going to as soon as I can. 

The CuarrMan. But when he does, I think it would be profitable 
for all of us to listen to him, because he has made a thorough study 
of this and pointed out many things that rather startled me recently. 

This legislation makes it possible for all retired personnel to have 
their choice or option of different plans whereby they will draw a 
reduced-retirement pay during the life of the retired person and then 
after his demise, why, his widow or children will not be left out in the 
cold with absolutely nothing. 

[It is my understanding, from what the experts in the insurance 
business have said, that this legislation will not cost the Government 
any money. 

That is naturally very pleasing to the ears of Members of Congress. 

Out first witness this morning is our distinguished Chief of Naval 
Operations, Admiral Fechteler. 

We would like a statement from you, sir, as to your views on this 
proposed legislation. 

Admiral Fecurever. Thank you, Mr. Chairman. I have a very 
short prepared statement. 

The CuarrMan. We will be glad to hear you. 

Admiral Frcnreter. Mr. Chairman and gentlemen of the com- 
mittee, it is a great pleasure to appear before this committee in 
support of H. R. 2521. As many of you are aware, I have long been 
a strong advocate of legislation to grant personnel of the military 
services the right to share their retirement compensation with their 
surviving widows and minor children. 

The principle of a contingency option is not new. It is a privilege 
granted to all Government employees other than the military, and in 
one form or another is present in nearly all industrial retirement 
plans. 

I have in the past supported many other bills designed to provide 
more adequate benefits to survivors of retired personnel and | can 
say positively that the bill which is before you today is the best plan 
of this nature which has been presented for your consideration. 

The application of the principle of a contingency option to the 
military 1s long overdue. It is not my intention to burden this com- 
mittee with the hardships and vicissitudes suffered by the survivors 
of retired personnel in the past. 
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I can only assure you that they are real, present and fearful to con- 
template. The speedy enactment of this bill should alleviate this 
condition in the future. 

Later witnesses will discuss the technical features of H. R. 2521 
including certain amendments which we believe might improve it. 
The bill will still retain its essential feature of no additional cost to 
the Government. 

I believe this to be as important a piece of personnel legislation 
as it has been my privilege to support before you during my many 
years of service as Deputy Chief of Naval Operations for Personnel 
and in my present capacity as Chief of Naval Operations. 

The CHarrmMan. Thank you very much, Admiral. We have 
been considering legislation of this sort for 6 or 7 years, I think. 
1 think the committee and the Armed Forces and the Congress are 
indebted to the gentleman from New York, Mr. Cole, who, with 
the aid and assistance of our chief counsel, Mr. Smart, has worked 
over the Defense Department plan and brought in this bill with 
certain changes which has strengthened the legislation. 

It is because of Mr. Cole’s prodding that the chairman has called 
it before the committee this morning. We hope we can get speedy 
action onit. Weappreciate your statement very much, Admiral. 

Admiral Fecurever. Thank you, sir. 

The CHairMan. I know that you are a busy man and you have 
other commitments. So the committee will be glad to excuse you, 
or we will be happy to have you remain, if you can. 

Admiral FecureLer. Well, I think I will run along back to my job. 

The CHarrman. It is all right. 

Maybe Mr. Cole and some members of the committee would like to 
ask you a few questions. 

Mr. Vinson. No, we will excuse you, Admiral. We know you are 
a busy man and have other commitments. 

Admiral Thank you. 

Mr. Cote. Mr. Chairman, I simply wanted to indicate for the 
record that my interest in this subject did not occur within recent 
months. It originated immediately after World War LILI. 

The CHartrMan. That is right. 

Mr. Cote. When I became aware of some very tragic cases of 
widows of prominent, heroic men who had served this country in 
World War II, who were left practically destitute. 

The CHarrMaANn. That is right. 

Mr. Cote. That was the beginning of this effort, to which Mr. 
Kilday has contributed so vitally. It has continued for 6 or 8 years. 

Mr. Kiipay. Of course, Mr. Cole was the ranking member of our 
subcommittee last year and was present at very exhaustive hearings 
which we held on the subject. 

The record is replete with cases of hardship, almost destitution. 

The CHarrmMan. Well, we are going to try to correct it. 

The next witness is Vice Admiral Holloway, Chief of the Bureau 
of Personnel. 

It is always a pleasure to have you, Admiral Holloway, and we 
will be pleased to have any statement you care to make. 

Admiral Hottoway. Thank you very much, Mr. Chairman. It is 
a privilege to appear before this committee as a representative of the 
Armed Forces and to acquaint you with the views of the Armed 
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Forces regarding H. R. 2521, a bill sponsored by the distinguished 
Representative from the State of New York. 

Prior to the appointment of the Hoo Commission in 1947, Mr. Cole 
sponsored a bill similar to the present legislation and in the 81st 
Congress and again in the 82d, efforts were made to secure for the 
services full-fledged survivor benefits bills. Unfortunately, these 
efforts to secure adequate survivor benefits for service personnel did 
not succeed. 

Gentlemen, the need for adequate benefits for the survivors of retired 
personnel is acute. My remarks will not deal with details of the 
present bill as these will be thoroughly covered in the fortheomimg 
sectional analysis. Rather, may I assure you fervently that there is 
a need for this legislation. 

We know of cases of widows and survivors of retired naval personnel 
who were left in dire or near-destitute straits by the untimely death of 
their service husband or father. 

Some of these distraught widows have been the survivors of senior 
naval officers. These women customarily devote a good share of 
their time and efforts to charities such as the Red Cross, Navy Relief, 
and other service charities which are so vitally needed to aid depend- 
ents of service personnel. 

Their efforts were freely given with no thought or idea of any 
reward or compensation. Some of these same service wives who 
worked so faithfully to help others, have found that due to the death 
of their service husbands, they must themselves turn to their service 
friends for aid and assistance through the service charity organiza- 
tions. The widow of a retired member (officer or enlisted man) 
without dependent children may receive a maximum amount of $75 
per month and then it is necessary that the death or injury be service 
connected in wartime. 

If the death of a husband, who served during World War I, occurs 
under normal conditions (nonservice connected) the widow will receive 
only $48 per month, and this only if she is not in receipt of an income 
of $1,400 per year. Dependent children add to this benefit a small 
amount, but those benefits cease when such children become 18 years 
of age or when they marry. Similar benefits are provided for widows 
of disabled veterans of World War II and the Korean conflict. 

The bill proposed by Mr. Cole has the strong support of the Armed 
Forces. It is the only plan which has ever given service members an 
option in the form of an annuity which they can elect to have deducted 
from their retirement pay to provide more adequate benefits for their 
survivors. 

The actuarial provisions of the original bill have been reviewed and 
approved by the actuarial committee of the Life Insurance Associa- 
tion of America, consisting of Mr. Walter Klem, executive vice 
president of the Equitable Life Assurance Society of New York; 
Mr. Edward Lew, associate actuary for the Metropolitan Life Insur- 
ance Co. of New York; Mr. Bruce E. Shepherd, actuary, manager of 
Life Insurance Association of America; Mr. Andrew Webster, manager 
of selection, Mutual Life Insurance Co. of New York, and by the 
counsel and other representatives of the Life Underwriters Association 
of New York. 

It is not believed that the minor changes to be proposed by the 
Department of Defense later in the hearings will affect the validity 
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of the original provisions. The bill as modified by the technical 
changes proposed by the Department of Defense is actuarially sound 
and self-supporting. 

This bill will permit service personnel to provide more adequately 
for their dependents by electing to use part of their retirement pay 
as anannuity. It will insure that service personnel are able to estab- 
lish a benefit plan for the care of their survivors, an option which 
heretofore has not been available to them. 

Gentlemen, I believe this proposed legislation to be sound and 
practical. The need for adequate survivor’s benefits is urgent and of 
utmost importance to military personnel and their dependents. 
Service retirement pay ceases when the retired service member dies. 
The present inadequate widows’ pension which may not exceed $75 
per month and usually amounts to $48 per month will no longer 
provide even necessities for existence of a service widow. 

| respectfully and earnestly urge your favorable consideration of 
the present bill which has the full support of the distinguished member 
of this committee who drafted it, leading representatives of the 
insurance industry, and of the uniformed services. 

Thank you very much. 

The Cuarrman. Admiral Holloway, thank vou for your splendid 
statement. 

Now, as I understand, the legislation that was considered last vear 
was opposed to some extent, a considerable extent, by the private 
insurance companies, but that in this present draft, this new bill, 
while it may encroach a bit upon private insurance, practically all of 
the large insurance companies have no objection to it. 

Admiral Hottoway. That is my understanding, Mr. Chairman. 

The CHarrMan. You have met their objection and that is removed. 

Admiral Honttoway. That is my understanding. 

The CuarrMan. So this should please not only the members of the 
armed services who are directly affected, but even the insurance 
companies generally. 

Admiral Hottoway. That is my understanding. 

The CuarrMan. While we are at it, | want to say that Members of 
Congvess are pretty much in the same category. 

After serving a score of vears, or more than a century, as Mr. 
Vinson. has, and paid into the fund, of course, he could get his retire- 
ment. I have been in Congress 22 years. I have 7 years to go before 
I get any retirement, before L reach the age of 62. 

I think after we take care of the people in the armed services, then 
if we have any courage or sense, we will support similar provisions 
for Members of Congress. 

Mr. Price. [ would like to say that the gentleman from California 
has been thinking of that. 

Mr. Minter. May I make a statement off the reeord—— 

The CHarrMaANn. Let me finish my statement. I think we have to 
have an overhaul or some amendment to the present law that will take 
care of the widows of the Members of Congress. 

Mr. Mituer. I would like to make this statement off the record. 

The Cuarrman, All right. 

(Statement off the record by Mr. Miller.) 

Mr. Rivers. Will you yield there? 

Mr. Vinson. Mr. Chairman. 
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The CuarrmMan. Mr. Vinson. 

Mr. Vinson. Mr. Chairman, I would like to ask the admiral a 
couple of general questions. 

The Cuarrman. All right. 

Mr. Vinson. Is this bill endorsed by the Department of Defense? 

Admiral Hotuoway. Yes, sir. 
Mr. Vinson. Has it cleared the Budget? 

Admiral Hottoway. May I consult—— 


Mr. Vinson. Have you a letter from the Department endorsing 
the bill? 


Mr. Smart. Yes, sir; I do. 

Mr. Vinson. I suggest, Mr. Chairman, we put that in, so the record 
will show that this is a department business. That strengthens the 
matter on the floor of the House. ‘That is all. 

The Cuarrman. Yes. Without objection, we will insert the letter 
from the Department of Defense. 

(The information referred to is as follows: ) 


May 20, 1953. 
Hon. Dewey Snort, 


Chairman, Committee on Armed Services, 
House of Representatives, Washington 25, D. C. 

My Dear Mr. CHarrRMAN: Your request for comment on the bill H. R. 2521, 
to permit members of the Armed Forces to elect certain contingency options, and 
for other purposes, has been assigned to this Department by the Secretary of De- 
fense for the preparation of a report thereon expressing the views of the Depart- 
ment of Defense. 

The purpose of this bill is to establish a system whereby a retired member of 
the Armed Forces may elect to have his retired pay reduced in order that his 
widow or dependent children may receive after his death an annuity not to exceed 
one-half of his retired pay. The reduction to be made in the retired pay of retired 
members making this election would be computed by the service concerned in 
each individual case by an actuarial equivalent method using as a basis appro- 
priate actuarial tables selected by the Board of Actuaries designated in the bill 
and an interest rate of 23% percent per year. The bill provides for a Board of 
Actuaries to be composed of the Government Actuary, the Chief Actuary of the 
Social Security Administration, and an actuary to be nominated by the Society 
of Actuaries. 

The bill would also amend the following laws: 

(a) The Serviceman’s Indemnity Act of 1951 so as to give coverage under 
the act to members of the Reserve components while engaged in active duty 
for training or inactive duty training for any period of time, and to persons 
in the National Guard when ordered to Federal active duty for training. 

(b) Section 4 of the Naval Aviation Personnel Act, 1940, as amended (34 
U.S. C. 855e-1), section 1 of the act of August 30, 1935, as amended (10 
U.S. C. 456), and section 3 of the act of June 20, 1949 (32 U. 8. C. 160a), 
so as to afford disability and death benefits for members of the Reserve com- 
ponents of the Armed Forces while performing authorized travel to and 
from active duty for training and inactive duty training if that travel is per- 
formed in a Government vehicle or aircraft. 

(c) Section 402 of the Career Compensation Act of 1949, as amended, so 
as to bring that section in consonance with the amendments made in the 
acts cited in (b) above. 

The bill repeals the Federal employees compensation benefits for members of 
the Reserve components of the Army, Navy, Air Force, and Marine Corps 
authorized by the act of July 15, 1939, as amended (5 U. 8. C. 797) and section 
304 of the Naval Reserve Act of 1938, as amended (34 U. 8. C. 855e). 

The Department of Defense strongly favors the purpose of this bill as the 
benefits now available to the dependents of military persons who die while in a 
retired status are extremely meager. The maximum that a widow of a retired 
member may receive who has no minor children would be $75 a month if her 
husband died from a service-connected disability incurred in time of war or $60 
a month if he died from a service-connected disability incurred in time of peace. 
The widow of a retired member would receive but $48 a month if her husband 
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had a wartime disability but that disability was not the cause of his death, and 
then only if her income was less than $1,400 a year. Dependent children add to 
these benefits a small amount, which ceases when the children become 18 years 
of age. Thus the surviving dependents of a great many retired members of the 
Armed Forces who may have served long and honorably are entitled to no benefits 
because of that service. The system which this bill would establish is, it is 
believed, actuarially sound and would provide a much needed benefit for the 
surviving dependents of retired members of the Armed Forces. 

While the subject bill as drafted would accomplish its purpose, there are certain 
substantive and technical changes which appear necessary for its equitable 
administration. Also, it is believed, that the amendments to existing law, 
contained in sections 15, 16, and 17 should be omitted from the bill as they are 
not germane to the subject matter of the bill. A revised draft of the bill embody- 
ing these changes, together with a sectional analysis of the revised draft, is 
enclosed. 

The Department of the Navy, on behalf of the Department of Defense, recom- 
mends enactment of the subject bill as set forth in the enclosed revised draft. 

Enactment of this measure should involve no additional cost to the Government 
other than a small administrative cost. The deductions to be made in the retired 

ay of retired members electing to provide an annuity for their dependents would 

e determined by the actuarial equivalent method, which means that the deduc- 
tions in pay during the member’s lifetime would be sufficient to pay for the 
benefits accruing to his dependents after his death, thus insuring no increased 
cost in the member’s retirement benefits. 

This report has been coordinated within the Department of Defense in accord- 
ance with procedures prescribed by the Secretary of Defense. 

There has been insufficient time to obtain advice from the Bureau of the 
Budget as to the relationship of this report to the program of the President. 

Sincerely yours, 
Ina H. Nunn, 
Rear Admiral, USN, Judge Advocate General of the Navy 
(For the Secretary of the Navy). 


A BILL To permit retired members of the Armed Forces to provide annuities for their survivors, and for 
other purposes 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembed, That this Act may be cited as the “‘Armed Forces 
Survivors’ Annuity Act.” 

Sec. 2. As used in this Act— 

(1) The term ‘‘Armed Forces”? means the Army, Navy, Air Force, Marine 
Corps, and Coast Guard, including all components and members thereof. 

(2) The term ‘‘member’”’ means a commissioned officer, commissioned warrant 
officer, warrant officer, or a person in an enlisted grade (including an aviation 
cadet), of any of the Armed Forces. 

(3) The term “retired member’? means a member or former member of an 
Armed Force, who is or has been awarded retired pay, retirement pay, or equivalent 
pay as a result of service in one of the Armed Forces (including a member whose 
name has been placed on the temporary disability retired list), and a member 
entitled to retainer pay in the Fleet Reserve or Fleet Marine Corps Reserve with 
credit for sixteen or more years of naval service. 

(4) The term ‘“‘widow’’ includes widower. 

(5) The term ‘‘child’? means a person unmarried and under eighteen years of 
age who is a legitimate child or legally adopted child of the member or is a step- 
child of the member in fact dependent upon the member for support. 

(6) The term “retired pay”’ includes retirement pay, equivalent pay, and re- 
tainer pay. 

(7) The term “department concerned” means (A) the Department of the 
Army with respect to the Army, (B) the Department of the Navy with respect 
to the Navy and Marine Corps, (C) the Department of the Air Force with respect 
to the Air Force, and (D) the Treasury Department with respect to the Coast 
Guard. 

Sec. 3. (a) A member may, upon the completion of fifteen years but not later 
than the completion of eighteen years of service which is creditable in the computa- 
tion of active duty pay in the armed force of which he is a member, elect to receive 
a reduced amount of any retired pay which may be awarded him as the result 
of service in the Armed Forces in order to provide one or more of the annuities 
specified in section 4, payable after his death in a retired status to his widow, 
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child, or children, if there be such at the time of his retirement. A member or 
former member who is awarded retired pay by his armed force prior to the com- 
pletion of the eighteen years of service may make the election at the time of 
retirement and a member who has, prior to the effective date of this Act, completed 
the eighteen years of service may make the election within one hundred and 
twenty days after the effective date of this Act. A person who is a former member 
on the effective date of this Act and who has prior to that date completed eighteen 
years of service may make the election at the time he is awarded retired pay by 
his armed force. The terms of the election may be modified or revoked by a 
member at any time prior to his retirement but any modification or revocation 
so made shall not be effective if he retires within three years after the date it is 
made. Any member who revokes an election shall not thereafter be permitted 
to withdraw or modify his revocation and after it becomes effective, he shall 
not be permitted to be covered in any way by this Act. 

(b) A retired member who has, prior to the effective date of this Act, been 
awarded retired pay by an armed force may, within one hundred and twenty days 
after the effective date of this Act, elect to receive a reduced amount of that pay 
in order to provide one or more of the annuities specified in section 4 of this Act, 
payable after his death to his widow, child, or children. An election so made 
shall thereafter be irrevocable. 

(c) Whenever a member, former member, or retired member is determined to be 
mentally incompetent by medical officers of the service concerned or of the 
Veterans’ Administration, or is adjudged mentally incompetent by a court of 
competent jurisdiction, and because of such mental incompetency is incapable of 
making any election provided in this section within the time limitations specified 
therein, the head of the department concerned may make the appropriate election 
provided for in this section on behalf of such member if so requested by the spouse 
or if there be no spouse by the child or children of such member. If such member 
is subsequently determined to be mentally competent by medical officers of the 
service concerned or of the Veterans’ Administration, or is subsequently adjudged 
mentally competent by a court of competent jurisdiction, he may, within one 
hundred and twenty days of such determination or judgment, modify, or terminate 
the election made on his behalf. Deductions theretofore made shall not be 
refunded. 

Sec. 4. (a) Under the conditions set forth in section 3, a member, former 
member, or a retired member may elect one or more of the following annuities, 
payable under this Act, in amounts equal to one-half, one-quarter, or one-eighth 
of his retired pay. 

(1) An annuity payable to or on behalf of his widow, the annuity to 
terminate upon her death or remarriage, whichever first occurs. 

(2) An annuity payable to or on behalf of his surviving child or children, 
the annuity to the child to terminate when the child attains eighteen years 
of age, marries, or dies, whichever first occurs, or the annuity to the children 
to terminate when there are no surviving children of the member who were 
living at the time of his retirement and who are under eighteen years of 
age and unmarried. An annuity to the children shall be paid in equal 
shares to or on behalf of the children. On the termination of a child’s 
share of the annuity, upon his attaining eighteen years of age, his marriage, 
or his death, whichever first occurs, the share of any other child or children 
shall be recomputed and thereafter paid as though the child whose share 
was terminated had not survived the member. 

(3) An annuity payable to or on behalf of his widow and surviving children, 
the annuity to terminate upon whichever of the following events occurs 
later: the death or remarriage of the widow; or the first day of the month 
in which there are no surviving children of the member who were living 
at the time of his retirement and who are under eighteen years of age and un- 
married. In the event of the death or remarriage of the widow the annuity 
shall be payable to or on behalf of the child or in equal shares to or on behalf 
of the children. As a child’s share is terminated upon his attaining eighteen 
years of age, his marriage, or his death, whichever first occurs, the shares of 
any other child or children of the member shall be recomputed and there- 
after paid as though the child whose share was terminated had not survived 
the member. 

(4) An annuity payable under the same terms and conditions as specified 
in (1), (2), or (3), of this subsection, with the additional provision that no 
further deductions shall be made from the retired pay of the member com- 
mencing with the first day of the month following that in which there was no 
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beneficiary who would have been eligible to receive, upon the death of the 
member, an annuity payable under the election made by him. 

(b) Where a member, former member, or a retired member desires to provide 
more than one annuity, he may elect (1) and (2) of subsection (a) of this section 
with or without the provisions of (4) thereof, but in no case may the combined 
amounts of the annuities exceed one-half of his retired pay. 

(c) The amount by which the retired pay of a retired member, who has made an 
election under section 3, shall be reduced shall be computed by the department 
concerned in each individual case, as of the date of entitlement to retired pay in the 
case of a member or former member, and as of the date of election in the case of a 
retired member, by an actuarial equivalent method using as a basis the tables 
indicated in section 8 and an interest rate of 3 per centum per annum. 

(d) Any member on the temporary disability retired list who has elected, 
pursuant to section 3 of this Act, to receive reduced retired pay in order to provide 
one or more of the annuities specified in section 4 of this Act, and who is sub- 
sequently removed from the list due to any reason other than permanent retire- 
ment or failure to submit to physical examination, shall have refunded to him a 
sum which represents the difference between the amount by which his retired pay 
has been reduced in accordance with his election under section 3 of this Act and 
the cost of an amount of term insurance which is equal to the protection provided 
his dependents during the period he was on the temporary retired list. 

Src. 5. A retired member of an armed force who has made the election specified 
in section 3 shall, during any period in which he is not receiving retired pay, 
deposit in the United States Treasury, to be credited to miscellaneous receipts, the 
amounts which would have been withheld from his retired pay had he been 
receiving that pay. 

Sec. 6. Determination and certification of eligibility for, and payment of, 
annuities payable under this Act any other payments or refunds authorized 
shall be made by the department concerned. Determinations, certifications, 
refunds, and payments under this Act shall not be subject to review by any ad- 
ministrative or accounting officer of the Government. 

Sec. 7. (a). The head of the department concerned is empowered to use any 
means provided by law to recover amounts of annuities erroneously paid to any 
individual under this Act. The head of the department concerned may authorize 
such recovery by adjustments in subsequent payments to which the individual is 
entitled. 

(b) There need be no recovery as provided in subsection (a) of this section 
when, in the judgment of the head of the department concerned, the individual 
to whom the erroneous payment has been made is without fault and recovery 
would be contrary to the purpose of this Act or would be against equity and good 
conscience. 

(ec) No certifying or disbursing officer shall be held liable for any amount 
erroneously certified or paid by him pursuant to this Act, unless, in the judgment 
of the head of the department concerned, such erroneous certification or payment 
is the result of his gross negligence or his intent to defraud. 

Src. 8. This Act shall be administered under regulations prescribed by the 
President, which regulations shall be uniform insofar as practicable for all of the 
Armed Forces. The President shall report annually to the Congress upon the 
operation of this Act. For the purpose of advising in the administration of this 
Act, the President may convene annually, or oftener if he deems necessary, a 
Board of Actuaries to be composed of the Government Actuary, the Chief Actuary 
of the Social Security Administration, and an actuary to be nominated by the 
Society of Actuaries. The compensation of the actuary nominated by the 
Society of Actuaries shall be fixed by the President. The 1937 Standard Annuity 
Table except that the portion relating to the mortality of children under 18 shall 
be disregarded, and the American Remarriage Table shall be used in computing 
the deductions to be made in the retired pay of members, former members, and 
retired members electing to provide the annuities authorized by this Act. Three 
years after the effective date of this Act the President is authorized, however, to 
substitute for these tables other tables if in the opinion of the Board of Actuaries 
the substitution would be in the best interests of the Government and the members 
of the Armed Forces concerned. Tables so substituted shall be applicable only 
to annuities ecmputed thereafter. 

Src. 9. No annuity payable under this Act shall be assignable, either in law 
or equity, or be subject to execution, levy or attachment, garnishment, or other 
legal process. 

Sec. 10. All annuities payable under this Act shall accrue from the first day 
of the month in which the retired member dies and shall be due and payable not 
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later than the fifteenth day of each month following that month and in equal 
monthly installments thereafter, except that no annuity shall accrue or be paid 
for the month in which entitlement to that annuity terminates. ’ 

Sec. 11. Annuities payable under this Act shall be in addition to any pensions 
or other payments to which the beneficiaries may now or hereafter be entitled 
under other provisions of law, and shall not be considered income under any law 
administered by the Veterans’ Administration. 

Sec. 12. In any case in which the head of the department concerned determines 
that a person entitled to an annuity under this Act is not an appropriate payee, the 
annuity shall be paid on behalf of the annuitant to such person as the head of the 
department may designate. 

Sec. 13. There are hereby authorized to be permanently appropriated such 
sums as may be necessary to carry out the provisions of this Act. 

Sec. 14. This Act shall become effective on the first day of the ninth month 
following the month of enactment. 


SecTionaL ANaALysis OF A Brit To Permir Retrrep MEMBERS OF THE ARMED 
Forces To Provipe ANNvuITIES FOR THEIR SURVIVORS AND FOR OTHER PuR- 
POSES 


Section 1 provides a short title for the act. 

Section 2 defines terms which are used in the act. 

Section 3 (a) provides that a member may elect prior to the completion of 18 
years of service, to receive reduced retirement pay in order to provide one or more 
of the annuities (for his widow and children) provided by section 4, and would 
permit modification or revocation of the original election, but provides that such 
modification or revocation would not become effective if the member is retired 
within 3 years after it is made. Persons who will have completed 18 years’ 
service prior to the effective date of the act are allowed to make an election within 
120 days after the effective date of the act. 

Section 3 (b) grants retired members a period of 120 days after the effective 
date of the act within which to elect to receive reduced retired pay in order to 
provide annuities for their dependent survivors. 

Section 3 (c) provides for elections on behalf of retired members who are men- 
tally incompetent. 

Section 4 (a) provides that survivors’ annuities may be one-eighth, one-fourth, 
or one-half of the retired pay of a member. This section also establishes the 
classes of beneficiaries and conditions under which they shall be entitled to sur- 
vivors annuities under this act. 

Section 4 (b) limits the total amount of survivors’ annuities to one-half of the 
retired pay of the member. 

Section 4 (ce) provides that deductions from retired pay shall be computed by 
an actuarial equivalent method as of the date of entitlement to retired pay or 
election, whichever is later. The interest rate under this section, would be 3 
percent per annum, 

Section 4 (d) provides for a partial refund of deductions from retired pay when 
a member is removed from the temporary retired list for any reason other than for 
permanent retirement and failure to submit to physical examination. 

Section 5 permits a retired member, who has made an election under section 3, 
to make payments to the United States Treasury during any period when he is 
not receiving retired pay. 

Section 6 provides that the department concerned shall pay the annuities 
provided by this act, and provides that determinations, certification, refunds 
and payments shall not be subject to review by any administrative or accounting 
officer of the Government. 

Section 7 (a) authorizes the recovery of annuities erroneously paid. 

Section 7 (b) permits the cancellation of any such erroneous payments where 
recovery would be against equity and good conscience. 

Section 7 (c) relieves certifying and disbursing officers of liability for erroneous 
payments unless they result from gross negligence or intent to defraud. 

Section 8 provides for the promulgation of regulations, an annual report to 
the Congress, creation of a Board of Actuaries, and for the actuarial tables to be 
used in computing annuities. Specified tables would be used for at least 3 years, 
at which time the President could designate other tables if they are recommended 
by the Board of Actuaries. 

Section 9 prevents assignment, attachment, garnishment or other legal process 
against annuities payable under this act. 
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Section 10 establishes the accrual dates for annuities. 

Section 11 provides that annuities under this act shall be in addition to other 
survivor benefits, and shall not be considered as income under laws administered 
by the Veterans’ Administration. 

Section 12 permits the payment of an annuity to a third party in behalf of the 
annuitant in cases where the head of the department concerned deems appropriate. 

Section 13 authorizes the permanent appropriation of funds necessary to carry 
out that act. 

Section 14 provides that the act will be effective on the first day of the ninth 
month after its enactment. 


AssIsTANT SECRETARY OF DEFENSE, 
Washington 25, D. C., May 15, 1953. 
Hon. Dewey Suort, 
Chairman, Committee on Armed Services, 
House of Representatives. 

Dear Mr. CuarrMan: This is in reply to your letter of April 20 concerning 
dependency benefits. 

| am extremely pleased to see that your committee shares the concern of the 
Department of Defense in the problem of survivors’ benefits. A report on H. R. 
2521, 83d Congress, is in the process of finalization and should be available to 
your committee in the very near future. As you are aware this bill is concerned 
with permitting retired members of the Armed Forces to provide annuities for 
their survivors. The Department of Defense would welcome the opportunity to 
discuss this problem with you or with one of your subcommittees. 

Although your letter was directed to the problem of survivors benefits for 
retired personnel, your letter indicates an interest in the broader aspects 

I would like to inform you that we have under study the problem of survivor 
benefits for active-duty personnel. At the present time the Department is in 
the process of finalizing a policy position and it will be a month or more before 
a legislation proposal will be ready. 

The study which you referred to on retirement is not a Department of Defense 
study, but is believed to be the so-called governmentwide Kaplan committee 
study. 

The Kaplan committee is the Committee on Retirement Policy for Federal 
Personnel established by Public Law 555, 82d Congress. The law calls for this 
committee to make a comparative study of all retirement systems for all Federal 
personnel and to report to the Congress not later than December 31, 1953. 

I hope that this fully answers the questions of your letter. I appreciate this 
opportunity of being able to give you the viewpoint of the Department of Defense. 

Sincerely yours, 
(Signed) Joun A. HANNAH. 

The CuarrmMan. Mr. Rivers. 

Mr. Rivers. I want to pose a question to the Admiral. 

In the case of the widow of Admiral Sherman, does this proposed 
legislation take care of survivors of that category? 

Admiral Hottoway. Now whether it would act ex post facto, Mr. 
Rivers, I do not believe that it would, but I would require advice, 


technical advice on that. i 
Mr. Rivers. Let me ask you this: Say he were to die or someone in ¥ 

his similarly situated position, when this bill becomes law, what would 

the widow of an officer of that rank receive? 4 


Admiral Hottoway. I will ask Captain Hoyt, sir. 

Captain Hoyvr. If he dies on active duty today, the widow of an 
active officer would get $167.90 a month for the first 2 months. If 
there were minor children, that would be increased by the social- 
security benefits. This bill covers only retired personnel, after they 
have retired. 

Mr. Rivers. Being on active duty has nothing to do with it? 

Captain Horr. No, sir. The reason for that is 

The CHatrMan. Captain, at this point, if I understand the legis- 
lation correctly, it is elective. It is not forced upon anyone? 
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Captain Hoyr. Absolutely. 

The CuarrMan. But he must elect? 

Captain Hoyr. That is correct, Mr. Chairman. 

The Caarrman. Or exercise the option of the plan that he prefers? 

Captain Horr. That is correct, sir. 

The Cuatrman. And for an enlisted man who retires after 20 years 
of service, he must make the election before completing 18 years of 
service? 

Captain Hoyt. Before the completion of 18 years. 

The Cuairman. The completion of 18 years? 

Captain Hoyt. Yes. 

The CHarrMan. Yes. 

Mr. Rivers. I posed that question, Mr. Chairman, because there 
are sO many cases of men on active duty, and whether they are officers 
or enlisted men, where the people are drawing absolutely nothing. 

{ understand Admiral Sherman’s widow gets practically nothing. 

Captain Hoyt. That is correct, sir. Admiral Sherman’s widow— 
Adm ral Sherman died before this free indemnity was on, which adds 
considerably to the veterans’ benefits, and, of course, with no minor 
children, she is not eligible for social security until she reaches the age 
of 65. 

At that time she will get $48 a month more. 

Mr. Rivers. If she lives. 

Captain Hoyr. And if she lives and remains unmarried and doesn’t 
have to work. 

Mr. Vinson. Mr. Chairman, if the Admiral has finished his general 
statement, I suggest that Mr. Smart and Mr. Cole briefly, and Mr. 
Kilday, explain the various provisions of the bill so the committee 
will understand it. 

The CrarrMan. We will, but Mr. Vinson, we have a few others— 
yes, the Coast Guard, the Public Health Service, Admiral Mullinnix, 
of the Retired Officers Association, the National Association of Life 
Underwriters, and then the naval representative who will handle the 
bill under a sectional analysis, Captain Hoyt. 

So let us proceed in an orderly manner, unless someone has a 
question to ask— 

Admiral Hottoway. Mr. Chairman. 

The CHarrMan. Yes. 

Admiral Hotuoway. May I, for the record, indicate that I have 
presented Dr. Hannah’s letter, of which Mr. Vinson spoke, which is 
the official departmental sponsoring 

The CuarrMan. Yes. 

Admiral Hottoway. Which I intended to do, Mr. Chairman, upon 
the completion of my statement. 

Mr. Smarr. It is in the record. 

Admiral Hotuoway. Thank you very much, sir. It is in the 
record, sir, Mr. Smart tells me. 

The CHarrmMan. Fine. You have any other remarks you care to 
make? 

Admiral Hottoway. No. Thank you very much, Mr. Chairman. 

The CuHatrMaANn. We appreciate your coming before us, and in order 
to have a record and have it clear when we take the legislation to the 
floor, I think we ought to hear these other witnesses because it will 
strengthen the bill, and I think will alleviate any criticism that might 
arise. 
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Mr. Kizpay. Mr. Chairman, in that connection, might I suggest 
this, that their statements will be more or less, as Admiral Fech- 
teler’s 

The Cuarrman. A general statement. 

Mr. Ktupay. Yes. When you get into how much a survivor gets 
it becomes so highly technical. It is an actuarial matter. We 
wouldn’t be able to figure it out ourselves after it is all explained. 
It will take a professional actuary in any of these plans. 

So I think we ought to get Captain Hoyt and tne professional 
people for that. 

Admiral Hottoway. Thank you very much, sir. 

Mr. Harpy. Mr. Chairman. 

The CuarrmMan. Mr. Hardy. 

Mr. Harpy. Admiral or Captain Hoyt, either one, do I understand 
that this bill affects only survivors of retired personnel and does not 
affect the survivors of persons who die while on active duty? 

Admiral Hottoway. That is correct, sir. 

Mr. Van Zanpr. Mr. Chairman. 

The Crarrman. Mr. Van Zandt. 

Mr. Van Zanpr. Admiral, inasmuch as this bill really represents 
the thinking of the Navy, I was wondering what consideration you 
gave to including the Retired Reserves under Public Law 810. 

Captain Hoyt. They are eligible, Mr. Van Zandt. 

Mr. Van Zanpr. They are eligible? Is that right? 

Captain Hoyr. They are eligible. 

The CuarrmMan. The Reserves are covered, as well as the regulars. 

Admiral Yes, sir. 

The CHarrMan. Who is representing the Coast Guard, Mr. Smart? 

Mr. Smarr. The Coast Guard representative is not here, but 
Captain Hoyt is authorized to spexk in their behalf. 

The CuHarrman. Well, we will save him. 

Mr. Smarr. All right. 

The CuatrMan. Public Health Service? 

Mr. Smarr. There are two representatives here from Public Health 
Service. 

Come around here, and give your name, please, to the stenographer 
and tell us who you are and what your position is, and what you think 
of this proposed legislation. 

Dr. Drescuer. Mr. Chairman, I am Dr. Irwin C. Drescher, 
Chief of the Division of Commissioned Officers of the Publie Health 
Service. This is Mr. Robert Johnson, also of the Division of Com- 
missioned Officers. 

Mr. Chairman and members of the committee, I appreciate this 
opportunity to testify on behalf of the Department of Health, Educa- 
tion, and Welfare, of which the Public Health Service is a constituent 
unit, 

As you may recall from testimony in the past to this committee 
on other bills, the Public Health Service has a commissioned personnel 
system which is substantially identical with that governing officers 
of the medical departments of the Armed Forces. 

The current strength of the commissioned corps approximates 
2,600 of which 1,300 are regulars and 1,300 are reserves. All 
officers are paid, as are officers of the other uniformed services, under 
the Career Compensation Act of 1949. 
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In other respects commissioned officers of the Public Health Service 
are appointed to and promoted in the Public Health Service under 
provisions of law which are comparable to Army, Navy, and Air 
Force law. The retirement system applicable to officers of the regular 
corps is similar in all respects to the retirement systems of the Armed 
Forces. 

Officers of the Reserve Corps, while in general subject to the Civil 
Service Retirement. Act, are retired for disability under title IV of the 
Career Compensation Act, and would, therefore, to this extent, come 
within the purview of H. R. 5304. 

As we understand the bill, it proposes to permit members of the 
uniformed services, at their election, to receive a reduced retirement 
pay in return for an annuity payable after death to specified surviving 
dependents. This would, in effect, permit such officers to divide the 
total amount that they are now authorized to receive on their own 
behalf as retired or retirement pay between themselves and _ their 
surviving dependents. 

Therefore, in view of the fact that our Regular officers retired for 
any reason, and our Reserve officers retired for physical disability, 
are so retired under a system common to all the uniformed services, 
we recommend that, in the event of favorable action on this bill, 
commissioned officers of the Public Health Service be included, as 
they are in H. R. 5304. 

The time available has not permitted us to review the bill other 
than the question of its extension to the Commissioned Corps of the 
Public Health Service. We are informed by the Bureau of the Budget 
that it believes that unti! the report of the Committee on Retirement 
Policy for Federal Personnel is available, substantive changes in 
retirement and related benefits for Federal personnel should be de- 
ferred, and that in consonance with this position that Bureau of the 
Budget cannot at this time advise as to the relationship of the bill to 
the program of the President. 

Mr. Vinson. Mr. Chairman, will he read that again? I couldn’t 
get that. 

Dr. Drescuer. Certainly, sir. 

The CuarrMan. Read that a little more slowly. 

Dr. Drescuer. I am sorry. I am trying to expedite things, sir. 

The Cuarrman. That is all right. 

Dr. Drescuer. We are informed by the Bureau of the Budget 
that it believes that until the report of the Committee on Retirement 
Policy for Federal Personnel is available, substantive changes in 
retirement and related benefits for Federal personnel should be 
deferred, and that in consonance with this position that Bureau of 
the Budget cannot at this time advise as to the relationship of the 
bil to the program of the President. 

In view of this advice, as well as the lack of time for study of the 
bill, the Department of Health, Education, and Welfare limits itself 
to the recommendation that the Public Health Service Commissioned 
Corps be included if the committee should decide to act favorably on 
the bill. 

Mr. Smarr. Mr. Chairman, the answer to that situation is this: 
They do have an overall study going on over there which goes across 
the board and will involve about five standing committees of the 
House. The present target date for that legislation which is going 
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to be highly controversial and very difficult is probably 1955. There 
is no justification for holding back this bill until 1955. 

The CHarrmMan. That is a pretty good answer. 

Mr. Van Zanpt. That is a good answer. 

Mr. Rivers. They don’t want to work themselves out of a job this 
arly in the game. 

The CuarrmMan. We have had so many studies and so many defer- 
ments of this problem, I think this committee will take pretty quick 
action. We appreciate your statement. 

Dr. Drescumr. We should like very much to be included, sir. 
Thank you. 

The CuarrmMan. Admiral Holloway, I understand you have an im- 
portant engagement and the committee will excuse you. 

Admiral Hotitoway. I appreciate that very much, Mr. Chairman. 
Thank you. 

The CHarrMan. Thank you again for appearing before us this 
morning. 

Admiral Hottoway. It was a privilege. 

The CHatrRMAN. Next we have the Coast and Geodetic Survey. 

Do they have a representative this morning? 

Mr. Smarr. Mr. Chairman. 

The CHatrMAN. Yes. 

Mr. Smart. They do have a representative here. However, I 
previously talked to him. I have here the letter of the Secretary of 
Commerce, Sinclair Weeks, who takes substantially the same position 
as did the Public Health Service. They endorse the principles of the 
bill. They can’t state what the position of the Bureau of the Budget 
is, other than as stated by the previous witness. 

The CHairMAN. Well, the Bureau of the Budget has been legis- 
lating too long, in my opinion. 

Mr. Van Zanpt. That is right. 

The CHarrMan. It is a matter for the Congress to decide. 

(Chorus of “‘ Amen.’’) 

Mr. Van Zanpt. We represent the people. 

The CHarrMan. Well, without objection, we will insert the letter 
from the Secretary of Commerce. 

(The letter referred to is as follows:) 

WasHINGTON 25, D. C., May 20, 1953. 
Hon. Dewey Sort, 


Chairman, Committee on Armed Services, House of Representatives, 
Washington, D. C. 

Dear Mr. CHarrMan: This letter represents the views of the Department of 
Commerce concerning H. R. 2521, a bill to permit members of the Armed Forces 
to elect certain contingency options, and for other purposes. 

The bill is aimed toward the solution of the problem of survivor participation 
in the annuity paid retired members of the uniformed services. Under present 
statutes the surviving dependents of a deceased retired serviceman are not entitled 
to any benefits except those accruing from the Veterans’ Administration in cases 
where death is cause as a result of injury or illness incurred in military service. 
This proposal would permit any member of such services to elect to receive a 
reduced amount of any retired pay which might be awarded him as the result of 
his service in order to provide certain benefits pavable after his death, to his widow 
or children, if such widow or children were living at the date of his retirement. 

The direct interest of the Department of Commerce in this bill derives from 
the fact that the Coast and Geodetic Survey, a bureau of the Department of 
Commerce, comes within the scope of the descriptive words ‘‘uniformed services”’ 
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of the United States, as this bill is presently titled in part and the fact that such 
uniformed services presently operate under the same retirement systems. 

In connection with this bill, we have been advised by the Bureau of the Budget 
as follows: 

“Publie Law 555, 82d Congress, established a Committee on Retirement 
Policy for Federal Personnel and directed it to make a comparative study of all 
retirement systems for Federal personnel and to report its findings and recom- 
mendations. The Director of the Bureau of the Budget is a member of that 
committee. The comprehensive charter of that committee provides an unusual 
opportunity for obtaining necessary basic data and for preparing thorough and 
balanced analyses of employees’ retirement, disability, and supervivorship mat- 
ters. The Bureau of the Budget believes that until the report of the Committee 
on Retirement Poliey for Federal Personnel is available substantive changes in 
retirement and related benefits for Federal personnel should be deferred. In 
consonance with this position we cannot at this time furnish advice as to the 
relationship of H. R, 2521 to the program of the President.”’ 

As presently written, the bill applies to members of the Armed Forces only and 
does not include the Coast and Geodetic Survey or the Public Health Service. 
Accordingly, if your committee decides to act favorably on this bill, the Depart- 
ment of Commerce recommends that the scope of the bill be broadened to inelude 
the Coast and Geodetic Survey, for the problem to be alleviated is common to all 
the uniformed services having comparable retirement systems. 

If we can be of further assistance to you in this matter, please call on us. 

Sincerely yours, 
Weeks, Secretary of Commerce. 

Mr. Rivers. All you have to do, Mr. Chairman, is review the 
Rivers-Hebert position on the Bureau of the Budget. 

The CuarrMaNn. That is right. I think we are all in fundamental 
agreement on that point. 

The next witness is Admiral Mullinnix, Retired Officers Association. 

Admiral, we are glad to have you here to speak for these Reserve 
officers who are covered in this legislation, Mr. Van Zandt, as well as 
the Regulars. Glad to have your statement. 

Admiral Muuurnntx. Mr. Chairman and gentlemen of the commit- 
tee, | have with me Admiral Murphy this morning. I am Rear Adm. 
Allen P. Mullinnix, United States Navy retired, assistant legislative 
counsel of the Retired Officers Association. 

I am presenting this statement for Vice Adm. Harry G. Hamlet, 
United States Navy retired, the president of this association, who 
would have testified, were it not for the fact that he is unable to be 
present, due to illness. 

The Retired Officers Association appreciates the opportunity to 
appear before this committee to submit its views upon the bill H. R. 
2521, which deals in part with the very important and long neglected 
subject of survivor benefits for members of the uniformed services. 

We testified on September 19, 1951, on a similar bill, H. R. 5169, 
82d Congress, and the statement I am about to give is substantially 
the same as we gave on that occasion, modified as made necessary by 
the different features of the bills involved. 

The purpose of this bill is to provide adequate benefits for the 
survivors of retired personnel of the uniformed services at rates within 
the reach of servicemen. No such benefits have heretofore been 
provided. The Retired Officers Association strongly supports any 
legislation which will accomplish such a purpose, and if this bill 
can be amended to do this, will recommend its enactment. 

Our association has been advocating a program to provide benefits 
to survivors of the armed services since 1944. In that year, our 
association prepared a proposal to accomplish this objective, insofar 
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as the problem related to the dependents of both active and retired 
personnel, and submitted it to the War Department, which was 
then the responsible agency for the consideration of such matters on 
behalf of the armed services. 

Subsequently, and shortly after the Joint Service Pay Committee, 
headed by Admiral Fechteler, United States Navy, met in 1947 to 
plan and study the pay and retirement for the armed services, this 
association submitted to that committee for its consideration a pro- 
posal to provide survivor benefits for widows and dependents of 
deceased retired personnel of the services in addition to pensions 
already authorized by law for such persons, these benefits to be based 
upon contributions by the personnel affected. 

A letter enumerating considerations in support of the proposal 
was also addressed to the Joint Service P ay Committee in September 
1947. The principal reason advanced for the establishment of an 
adequate svstem of survivor benefits for the dependents of military 
personnel was that justice, equity, and human decency demanded 
that the widows and orphans of deceased military personnel receive 
treatment similar to that accorded to the survivors of other groups 
for which such benefits had been established by our Government. 

The submission of the proposal and letter to the Joint Service 
Pay Committee was followed, in December 1947, by a letter from the 
then president of the association, Adm. David F. Sellars, United 
States, Navy, Retired, to Secretary of Defense Forrestal, requesting 
his consideration of the position of the association, that widows and 
dependents of personnel previously retired should be included within 
the framework of any plan to provide survivor benefits which might 
be recommended by the committee or the Department of Defense. 

The bill under consideration here would do this. That letter 
concluded with the statement that it was the desire and purpose of 
the association to support any plan for adequate survivor benefits 
which would be comprehensive in application. 

One of the factors of the problems of providing survivor benefits 
for retired personnel is the question of whether such provisions would 
be actuarially sound. In pursuit of the answer to this question, the 
Retired Officers Association engaged the services of a competent 
insurance actuary to make a study and report to the association. 

Such a report was made and in turn submitted by the association 
to Secretary of Defense Forrestal in February 1948. The conclusion 
of this actuary was to the effect that the inelusion of retired military 
personnel within the plan then under consideration would be entirely 
feasible and would in no way violate sound actuarial principles, 
provided that contributions toward such plan were adequate and 
the plan itself was permanent. 

In June of 1950 at hearings on the bill H. R. 8035, which in our 
opinion was both inadequate and impractical, the Retired Officers 
Association pledged its wholehearted support of a practical measure 
that would give realistic benefits to survivors of those in the uniformed 
services beyond the meager pensions provided by law. 

It is a generally recognized fact that the most serious deficiency in 
the retirement provisions for service personnel lies in the area of 
survivor benefits for retired personnel. This is the inescapable con- 
clusion that must be reached by anyone who studies the subject. I 
have no doubt that the members of this committee know this or will 
thoroughly appreciate it before the conclusion of these hearings. 
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The Retired Officers Association is aware that H. R. 2521 seeks to 
fill a long recognized vacuum and represents a step in the right 
direction. It believes, however, that the bill in its present form will 
fall short in effecting its purpose, in that participation in the program 
of proposed be nefits will be be yond the reach of the majority of retired 
members, including those now on the retired lists and those who will 
hereafter be placed on the retired lists, whose survivors are the very 
individuals who need these benefits most. 

The survivors of members who are retired and on inactive duty 
do not receive the gratuitous indemnity, do not receive the 6 months 
basic pay, nor, in many instances, do they receive the meager Veterans’ 
Administration benefits. 

The pay of these members has been drastically reduced due to 
their retirement and release to inactive duty. Many of them who 
retired prior to October 1, 1949 received no increase in pay under the 
Career Compensation Act and are ac cordingly existing on the 1908 
retired pay standards. 

‘hey are for the most part handicapped by physical or mental 
disabilities or advanced age. Their opportunities for gainful employ- 
ment are reduced or entirely eliminated due to their physical ar 
mental condiction or because of numerous and, in some instances, 
unnecessary Federal laws restricting their employment. 

Comparatively few have been able to create any sort of competency 
for themselves and family from the pay of their military careers for 
reasons that I am sure ere well known to members of the committee. 
Only a few have, from independent means, such as inheritance or 
otherwise, been able to provide adequate financial protection for their 
surviving dependents. In brief, the vast majority of retired personnel 
are, in these days of increased and increasing living costs, extended to 
the full limit of their financial capabilities to exist. 

Our association knows this through direct contact with its members. 
The great majority of them find it increasingly difficult to provide the 
mere necessities of life. Many are actually suffering hardships from 
which they are unable to extricate themselves, and others have had 
their standards of living reduced far below the point of Government 
expectation or desire. 

In such circumstances there is a real problem which must be solved 
in order to accord them the benefits of this bill. It is a patent fact 
that the survivors of retired personnel need such benefits to even a 
greater degree than those of active personnel because their surviving 
widows and parents are generally older and less ablve, by comparison, 
to provide for themselves. 

I would be less than frank if I did not point out that the tax, so to 
speak, imposed by this bill, will destroy the opportunity for the bene- 
fits intended for the vast majority of all members heretofore and here- 
after retired. The cost for the annuities provided will simply be too 
great for the retired personnel to assume. 

While the problem relative to retired members is in every sense a 
real one, it is by no means in our opinion an insolvable one. ‘The plan 
could—and probably should—be a career one covering a member 
from his induction into military service until his severance therefrom. 

Such a plan could be self-supporting as to all who become members 
of uniformed services in the future, and as to those who are now 
members, could be supported by them with additional appropriate 
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Government contributions to supply the equivalent of their previous 
nonpayments. 

Such a plan, as a long-range proposition, would be highly beneficial 
to the Government. It would, as to those involved, from the date 
of its inception once and for all solve the troublesome question of 
pensions which has so concerned the United States Government. 

It should be noted that this proposal to provide benefits for sur- 
vivors of members of the uniformed services will, it is believed, be 
the only Government-sponsored program of its kind in which there is 
relatively no cost to the Government involved. 

It is reported that consulting actuaries employed by the Bureau of 
the Budget, for the purpose of outlining comparative benefits of the 
various Federal employees’ retirement and survivor benefit systems, 
have revealed in effect that none of the now so-called noncontributory 
systems are, in fact, totally noncontributory. 

For instance, the civil-service retirement system which Includes 
survivor benefits is supported by a contribution of 6 percent by the 
Government and approximately 6% percent by the emplovee. The 
Government’s contributions vary as to all other svstems which include 
survivor benefits, running as high as 160 percent in the case of the 
Federal employee compensation, 22.78 percent in the Foreign Service 
system, and 30 percent in District of Columbia policemen and firemen 
system, as against a 5-percent contribution by employees under the 
latter 2 systems. 

In view of this it would seem that there is no sound or just reason 
why the members of the uniformed services who have so long been 
without adequate survivor benefits, should now be singled out to be 
the first and only group to bear the full burden of such a system. 
On the other hand, there is the sound reason that those who most 
directly, at great personal risks, defend the Nation should not be 
discriminated against in safeguarding their own dependents. 

In addition to the prohibitive cost to retired members pointed out 
above, it is believed that the proposed bill contains the following 
material defects: 

(a) It does not provide benefits for the surviving dependent parents 
of retired members. Certainly dependent parents are entitled to 
the same protection afforded other dependents. 

(6) In providing benefits for the widow and children of a retired 
member, options (A), (B), and (C) of section 4 (a) of the bill makes 
irrevocable his election to come under the plan. Such member must 
designate his then wife and children and continue to make payments 
throughout the remainder of his life even though his designated 
beneficiaries all predecease him. 

Option (D) would, however, permit the reduction of retired pay 
to be restored on the death of all designated beneficiaries. 

(c) The bill does not affirmatively state that the benefits payable 
thereunder are not to be considered as income for income-tax purposes. 
By present law it is believed that the proposed annuities would be 
taxable to the extent that their value exceeds the amount of con- 
tributions to the fund. 

(d) The bill requires an election by retired members within 120 
days after its enactment, but contains no requirement that such 
personnel be notified by the department to which they are attached 
of the existence of the right to participate. The time should be 
extended to at least 1 year and such notice should be required. 
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(e) The bill provides no benefits for the surviving dependents of 
deceased personnel who died before the bill is passed. Such survivors 
need and should be accorded benefits. In considering a survivors’ 
benefit bill it is difficult to say that the survivor of a member of the 
uniformed services who died the day before its enactment is not 
entitled to the benefits accorded the survivors of a member who dies 
the day after its enactment. 

The reasons which justify and require a survivor benefits plan 
justify and require the inclusion without discrimination, of all sur- 
vivors. This is another place where Government contribution to the 
fund would solve the problem. 

It is recommended that the above indicated suggestions be con- 
sidered in order that the bill may be made to better serve the purpose 
for which it is to be enacted. 

In conclusion, the Retired Officers Association wishes to again 
assure the committee that it has long advocated and does now support 
the enactment of a survivors benefit plan that will provide adequate 
benefits for survivors of members of the armed forces active and 
retired which will be within the reach and financial capabilities of 
such members. It believes that the bill now before this committee 
can be so modified as to accomplish such a plan, but that contributions 
by the Government will be necessary to provide benefits for the sur- 
vivors of deceased members and supplementary contributions will 
be initially necessary to effect the purpose of the bill as to retired 
members. 

It has been a pleasure for the Retired Officers Association to have 
been afforded this opportunity to present its views on the pending 
measure and wishes to express its gratitude to the committee. 

1 did not know of the clean bill. 

The Cuarrman. That was a confidential committee print, but the 
new bill number is H. R. 5304. 

Admiral Mutuinnix. Yes, sir. 

The Cuarrman. Thank you very much, Admiral Mullinnix. 

Mr. Cole? 

Mr. Coie. No questions. 

The CuarrmMan. Any questions? 

Mr. Jounson. Could I ask you a personal question. 

(Discussion following stricken from the record at request of Mr. 
Johnson.) 

The CuarrmMan. Thank you very much, Admizal. 

Mr. Van Zanpr. Mr. Chairman, I would like to ask the admiral 
a question. 

The CHarrMan. Yes. 

Mr. Van Zanpr. On page 4 you say the survivors of members who 
are retired and on inactive duty do not receive the meager Veterans’ 
Administration benefits. Could you elaborate upon that? 

Admiral Munuinnix. Many do that. For instance, a veteran. of 
World War II who has not some percentage of disability is not entitled 
to many of the Veterans’ Administration benefits. Now they are 
entitled to some. They perhaps are entitled to educational benefits. 

Mr. Van Zanpr. But the retired officer who had World War I 
service: His widow, is she not entitled to $48 a month? 

Admiral Muturnnix. I think she is; yes, sir. 

Mr. Van Zanpr. If she meets the income limitations, and so forth? 
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Admiral Muuurnnix. Yes, sir; provided under certain conditions. 
e had to have at least 90 days’ service. 

Mr. Van Zanpr. Ninety or more days? 

Admiral MuLuinnax. Ninety or more days: ves, sir. 
The CuarrmMan. Mr. Patterson? 

Mr. Parrerson. No. 

The Cuarrman. Thank you very much, Admiral. 
Admiral MuLLINNIx. Yes, sir; you are welcome. 
The CuarrMan. We are always glad to get the views of the Retired 
Officers Association. 

Admiral MuLuinnix. Yes, sir. 

The CHarrman. Mr. Carl Dunaway and Mr. Louis Grayson, I 
think, are here to represent the National Association of Life Under- 
writers, 

We are very happy to have these gentlemen here to give us the 
views of the National Association of Life Underwriters. 

Mr. Grayson. | am Mr. Louis Grayson. My story is going to be 
short and sweet and get to the point quickly. First of all, 1 think I 
better make clear that I represent only the National Association of 
Life Underwriters, as distinguished from the Life Insurance Associa- 
tion of America, to which the able Deputy Chief of Naval Operations 
for Personnel, Admiral Holloway, referred. 

That is an association of insurance companies and that association 
has already approved this bill in principle. It is currently making 
actuarial study of the bill, and upon completion it will, | am informed 
by letter here, send a prepared statement to this committee for its 
study. 

The association I represent of underwriters, of whom there are 
about 55,000 dues-paying members, has no brief either for or against 
this particular bill. However, we realize that the present system of 
gratuities or pensions to retired personnel is a holdover from the days 
when retired officers retired at age 64, and by age and temperament 
and training they had no value in general to business organizations, 
so when they retired they were through as far as their earning capacity 
went. 

Today those conditions are changed. The majority of officers 
now retire in their early or middle fifties. They have had the train- 
ing equivalent to a Ph. D. They have had training in logistics and 
materiel and personnel and other matters that make them very, very 
valuable to business organizations. 

The result is that the vast majority of retired officers who so desire 
can. obtaia employment at very substantial wages after their retire- 
ment. 

Therefore, a great many of them are not quite so much concerned 
about their own retired pay as they are about leaving something for 
their families at their death. 

Our organization feels that it is only reasonable to grant to military 
personnel upon their retirement whatever flexibility can be granted 
to them in the matter of survivorship benefits, so long as it is done 
without an increase in paternalistic paternalism on the part of the 
Government, and so long as it can be handled without expense to the 
Government and upon a sound actuarial basis. 

Therefore, we agree in principle with this particular bill. We 
think it will be a splendid thing for the services. And so long as the 
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bill contains nothing at all that is unsound actuarially—and candidly, 
we have not yet had sufficient time to determine its actuarial calcula- 
tions, but so long as the bill is sound actuarially, we believe it would be 
a good thing for the services and we are perfectly content to go along 
with it. 

The CuairMan. Any questions? 

Mr. Kiupay. Yes, Mr. Chairman. 

The CuarrmMan. Mr. Kilday. 

Mr. Kitpay. In order that we may straighten out the distinction 
between the two associations, the Life Insurance Association is an or- 
ganization of the companies, as such? 

Mr. Grayson. Correct, sir. 

Mr. Kitpay. You are of the Life Underwriters Association. You 
are the representatives, the agents, the salesmen, the people who ac- 
tually come in contact with and council individuals on the sale or the 
purchase of insurance? 

Mr. Grayson. That is correct, sir. 

Mr. Kinpay. So that, as you said, your association alone has 55,000 
members? 

Mr. Grayson. That is right, sir. 

Mr. Kitpay. Of course, you don’t have nearly all of those who are 
engaged in the insurance business in the country. 

Now IL understand that you endorse the principle of the bill and you 
do not raise any objection to the bill? 

Mr. Grayson. That is correct, sir. 

Mr. Kitpay. Have you so informed your membership? 

Mr. Grayson. Yes, sir. I happen to be chairman of the committee 
on affairs of veterans and servicemen in our organization. I have had 
that position for some time. At our semiannual convention in Chi- 
cago a few weeks ago I made a report at that time to the membership, 
which report has been published in our national magazine in detail, 
and that publication has gone to every one of our members. In that 
report I stated that we were interposing no objection to this bill, and 
I made that report not only to the general council, who are the voting 
members representing all of our member associations throughout the 
country, but later on a separate report to the board of trustees of our 
national headquarters. 

Mr. Kitpay. The reason I was very anxious about that was that 
last year, about the conclusion of our hearings, I began to believe that 
the majority of your 55,000 members lived in my district, from the mail 
that I received. 

I am sure that all of those who didn’t live in my district contacted 
other members who contacted me. 

Mr. Grayson. Mr. Kilday, I can very well appreciate your remarks 
on that score. 

I might mention that we are quite flattered at your comments that 
we represent, or our membership contains all of the life members, or 
all of the life agents in the country. 

We like to feel that we have all the best ones. Unfortunately, there 
are still a few holding out. 

We do, however, represent, I think, the majority of those who made 
it a life insurance career. 

I might interpose one remark, to which I hope you gentlemen will 
not object as being not germane. We like the original H. R. 2521 
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very much better than its refined model because it did contain pro- 
vision for elimination of the FECA benefits which we consider especi- 
ally obnoxious. 

Mr. Cunnineuam. Mr. Chairman, may I ask a question? 

The Cuarrman. Mr. Van Zandt. 

Mr. Van Zanpr. Go ahead. 

Mr. Cunnincuam. I understood you to originally say you approved 
this only if it was actuarily sound. 

Mr. Grayson. That is right, sir. 

Mr. CunntncHam. Now in answer to Mr. Kilday, I understood you 
to say you approve it. Which is correct? 

Mr. Grayson. We approve it in principle. We have not yet de- 
termined its actuarial calculations. 

Mr. Cunnincuam. Do you feel that the dependent of a serviceman 
can live on actuarial soundness? Can he eat it? 

Mr. Grayson. No. 

Mr. CunninGuam. Don’t you think in this bill that there is some- 
thing more to be considered, the fact that the serviceman devoted his 
life to the defense of his country and that we should go a little bit 
beyond actuarial soundness, if actuarial soundness will not give enough 
to properly support the dependents? 

Mr. Grayson. Sir, you are asking me a $64 question there. 

Mr. CunnincGuam. I agree. 

Mr. Grayson. I think that you have to take into consideration all 
the things that are being done for the military personnel and not one 
phase of it. I think that if you consider the fact that when a person 
on active duty dies today, that his family receives—taking the case 
of a man who dies, leaving a widow and 2 minor children, that his 
family receives for at least the first 10 years’ gratuities totaling $380 
monthly, I think you are doing a great deal for the military personnel. 

Now, I understood that it was not the purpose of the committee or 
of the Department of Defense—— 

Mr. Cunnineuam. Would you explain those gratuities, just what 
they are made up of, what kind of gratuities make $380 a month? 

Mr. Grayson. They are a little bit higher than that. 

There are four gratuities to which the dependents of military per- 
sonnel are entitled if they die on active duty. The first one is com- 
pensation to the widow, at the rate of $75 monthly for life, or until 
remarriage. 

The second one is a pension, or called compensation for children. 
If there are two children, it is $60 monthly, until the children reach 
age 18, and until they reach age 21, if they are at college. 

Then there is an additional gratuity of $92.90 monthly for 10 
years, the equivalent of $10,000, plus interest, which is a gratuity 
which Congress authorized a couple of vears ago to replace NSLI and 
United States Government insurance. 

Mr. CunninNGHAM. But you are talking, if you will pardon the 
interruption, about men who die in actual service. 

Mr. Grayson. That is correct, sir. 

Mr. Cunnincuam. Or killed in combat. 

Mr. Grayson. Not necessarily combat. 

Mr. Cunnincuam. That doesn’t necessarily apply to a soldier that 
dies not in service or after—not in time of war. 

Mr. Grayson. I understand, sir, you asked me the gratuities that 
are payable to anybody dying on active duty. Then there is one 

26066—53—No. 21——-4 


| 
| 

| 
| 
| 


868 


additional one, and that is: last July Congress approved, incidentally 
without any hearings, an increase in social-security benefits, so that 
the average officer today retiring on active duty gets, with 2 children, 
$128 monthly until the youngest, or until the next to the youngest 
child is 18, then it drops to $96 until the youngest child is 18, and 
when the widow gets to be 65, it picks up again at $48 monthly for 
her. 

In other words, the equivalent—a mar dying today on active 
duty, leaving a widow aod 2 children, receives gratuitous benefits 
which are actually actuarially worth at least $40,000. 

Sir, I think that is a very liberal arrangement for anybody dying 
on active duty. 

The Cuarrman. I want to thank Mr. Grayson for bringing these 
points out, these four categories of benefits. If members of this com- 
mittee and of the House will just be on the floor when Mr. Hardy 
makes his hour speech, which I hope he will do before long, he will 
hear this explained in fuller detail. 

It really is amazing. 

Mr. Rivers. May I ask him one, Mr. Chairman? 

The CuarrMan. Mr. Rivers. 

Mr. Rivers. Despite the fact that this legislation virtually com- 
petes with your membership, you state that your organization favors it 
in principle? 

Mr. Grayson. No, sir. 

Mr. Rivers. Is that your position? 

Mr. Grayson. I don’t want to give the impression that we are in 
favor of this, because, candidly, we think it will harm our business 
considerably. We interpose no objection to a bill which we think 
will benefit military personnel and their survivors, and which can 
be done at no further increase in either paternalism or at any increase 
in expense to the Government. 

Mr. Rivers. Despite the fact that it directly competes with your 
membership? 

Mr. Grayson. Correct, sir. 

The CHatrMaNn. Very fair-minded man, I should say. 

Mr. Van Zandt. 

Mr. Van Zanpr. Mr. Chairman, the witness now has given his 
endorsement; that is, the endorsement of his organization to this 
bill, with one reservatioa, and that reservation was developed by my 
colleague from lowa, Mr. Cunningham, and that is the actuarial 
report. 

ow, when will that actuarial report be available? 

Mr. Smarr. May I interject, Mr. Van Zandt? A number of 
actuaries participated in the preparation of the section which is now 
back in H. R. 5304, and which was in the original Cole bill. I think 
I can assure you that, with maybe one or two minor exceptions, this 
bill as it now stands is actuarially sound and they will so find and 
will so advise this committee. 

Mr. Van Zanpr. In other words, then, we need have no fear about 
an acturial report standing in the way of the consideration of this 
bill? 

Mr. Devereaux. Mr. Chairman. 

The CHarrMan. General Devereaux. 
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Mr. Devereaux. These benefits that you referred to: Are those 
benefits to Reserve officers on active duty, or National Guard officers 
on Federal service, or do they equally apply to regular officers? 

Mr. Grayson. I am very happy you brought out that point. I 
didn’t want to do it because this wasn’t quite germane. Reserve 
officers are treated in a separate category, a little bit holier than thou 
when they get on active duty, and they come under the FECA, the 
Federal Employees Compensation Act. They get benefits that are 
far greater than those I mentioned. 

You see, with all due respect to the distinguished gentlemen here, 
Reserve officers vote, and they have a much more powerful lobby than 
the regular officers do. And so they were able to get the Reserve 
officers classified as Federal employees during the period of active 
duty. And so their benefits are under a separate formula. So 
when anybody on active duty up to the rank of lieutenant colonel 
in the Army dies on active duty, the survivorship benefits are in 
excess of his active duty pay. 

The CuarrMan. Absolutely. 

Mr. Kriupay. He is worth more dead than alive. 

The CuarrMan. Absolutely; he is worth more dead than alive. 

Mr. Grayson. It will pay his wife to kill him. 

Mr. Kitpay. Wait, let’s get this in. But that is not true of the 
National Guardsman. 

Mr. Grayson. No, sir. 

Mr. Van Zanprt. Mr. Chairman, I think we should clarify. What 
you speak of does not relate itself to a law that stems from a bill 
passed by this committee. 

Mr. Kitpay. No. 

Mr. Van Zanpt. Are you not thinking of the United States 
Employees Compensation Act? 

Mr. Grayson. Yes; that is right. 

Mr. Van Zanpr. That is right. 

Mr. Grayson. Oh, it isn’t the province of this committee. 

Mr. Van Zanpr. That is right. 

The CuarrmMan. Let’s get back on the bill. 

Mr. Johnson. 

Mr. Jounson. 1 want to ask you this question to get it in the 
record: 

Would you define what actuarial equivalents are? 

Does that mean that you take out all that the man put in? That 
is what it amounts to, that the contributions made toward the fund 
are sufficient to take care of the benefits that will be derived later? 

Mr. Grayson. That is essentially correct, sir. 

Mr. Jounson. Well, would you make it specifically correct for us, 
a definition of it in the record here, so we will know exactly what it 
means? Maybe you want to word it and hand it to the reporter 
later. 

Mr. Grayson. I think I can put it this way: that as soon as the 
acturaries have determined that the benefits as prescribed in this bill 
will not provide inequities and will not provide for payments in excess 
of contributions by retired personnel, that it may for all intents and 
purposes be considered sound. 

I can elucidate what I have in mind with one of the drafts of this 
bill, provided that an officer who is going to retire could elect that his 
widow would receive up to 50 percent of his total retired pay. 
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Now, it has been changed back so he can elect to receive 50 percent 
of the reduced amount which he would receive after the deductions. 

Now, it might be—as it was originally included in the bill—that 
an officer upon retirement, let’s say he is getting $6,000 a year retired 
pay, and if he could allot 50 percent of that to his widow, that would 
mean that there would be a survivorship benefit of $3,000 to the 
widow. If the widow was very much younger than the officer, so 
that her expentancy of life was very considerable at the time of 
retirement, it might be that the two of them together upon his retire- 
ment would receive maybe $2,500 and yet at his death he had already 
elected that his widow would get $3,000; another case to which the 
chairman previously referred where a man was worth more dead 
than alive. 

Now, that is an actuarial determination. 

Mr. Rivers. May I ask him a question right there, Mr. Chairman? 

The Cuarrman. All right, Mr. Rivers. 

Mr. Rivers. Would anything be wrong in placing the survivor of 
the deceased Regular on a parity with the survivor of a deceased 
Reserve officer? 

Mr. Grayson. We would be delighted to have that done, if vou 
did it in reverse. 

Mr. Kiupay. That is right. 

Mr. Grayson. If you made the Reserve officer —— 

Mr. Rivers. Bring him down to the level. 

Mr. Grayson. Yes, sir. 

There is only one other thing I might say. 

Mr. Chairman, may I throw out one other thought that I think 
will interest this committee? 

If a Regular officer today dies on active duty, his family receives 
compensation on the basis of wartime benefits. In other words, 
there are two benefits paid. There is one paid during wartime which 
is $75 per month for life for the widow alone, and there is a lesser 
amount, 60 percent of that, which is paid in time of peace. 

At the present time, due to the police action in Korea, the Govern- 
ment is paying compensation on the basis of war benefits. 

Now, the Federal Employees Compensation Act under which 
Reserve officers are paid provides that the payments will be made 
only in times of peace. So we have the incongruous condition of one 
department of the Government paying a Regular officer on the basis 
of war and the other department of Government paying the Reserve 
officer at the same moment on the basis that we were at peace. It 
just doesn’t make sense. 

Mr. Rivers. You have to be practical. To begin with, they are not 
going to reduce the Reserve officers. So let’s see if we can’t do some- 
thing for the people on active duty. You know you are not going to 
change the Reserve setup. You know you are not going to bring it 
down; don’t you? 

Mr. Grayson. Well, I was in hopes you would, sir. 

Mr. Rivers. I mean, I don’t imagine we would. 

The Cuarrman. Mr. Doyle. 

Mr. Doyie. You made a very helpful statement, to me, at least, 
in reference to survivors’ benefits for those dying on active duty. 

No doubt you are prepared to make a similar analysis, if there is one, 
for benefits now existing under existing law for survivors and 
dependents of those dying while in retired status. 
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Could you list such benefits, if there are any, under existing law, of 
any department of the Federal Government? 

Mr. Grayson. There are none, sir, except when a man retires all 
of those gratuities go out the window. There are, however, certain 
compensations. The first one is that he has the privilege under existing 
law to reinstate his Government insurance. It is a very bad feature 
to put in. The House didn’t do that. The Senate did it. But an 
officer upon retirement has 120 days to either reinstate his old Govern- 
ment insurance or buy a new policy. As you all know, the Govern- 
ment insurance is to a very large extent a gratuity, anyway. 

Then the social-security benefits to a very large extent go out the 
window. The 6 months’ pay which he would have received goes out 
the window. And the compensation to widows goes out the window. 

Therefore, if a man today dies, 2 or 3 months after retirement, that 
is, his widow receives nothing but his insurance. 

Now, of course, that has been very good for the insurance people, 
because it has given us the opportunity to sell him insurance to pro- 
vide for that. 

So you might say that to a large extent we might be cutting our 
own throats in recommending that you pass this bill. As Mr. Kilday 
brought out the question, that you have received unquestionably a 
great many agents who are not farsighted enough to realize that a bill 
like that that is good for the service is good for the country, and we 
should approve it in principle, or rather, we should not oppose it 

Mr. Kitpay. That, then 

Mr. Grayson. That is why we think this bill is sound, because it 
does give to the retired personnel some of the advantages of providing 
for their family which now accrue only to active duty personnel. 

The Cuarrman. Mr. Wickersham. 

Mr. WickersHAm. As a former member of your association prior 
to the time I came to Congress—I would like to compliment your 
worthwhile presentation. 

Mr. Grayson. Thank you. We would be very happy to have you 
return to us, too. 

Mr. Miuuer. Mr. Chairman. 

The CuarrmMan. Mr. Miller. 

Mr. Miniter. You gave us a list of benefits that would accrue to an 
officer dying on active duty. What contribution does he make toward 
those? 

Mr. Grayson, The contribution that an officer makes is living on 
next to nothing during his period of active duty. He makes no con- 
tribution to any of those whatever. Everyone of those is a pure, 
outright gratuity. 

Mr. Miuter. If a civil servant who serves 30 years, say, reaches a 
salary of $6,000, the average for 5 years, what would he get? 

Can you calculate that rather rapidly? 

Mr. Grayson. You are talking about on his retirement? 

Mr. Miuuer. On his retirement. 

Mr. Grayson. That is under the civil service—I don’t recall offliand 
just what the retirement benefits are. 

Mr. Miter. He gets 1.5 percent a year. He would get 45 percent 
of the $6,000, or about $2,700 a year. 

He would make a 6 percent contribution out of his salary to buy 
that. In addition to that, he could take a reduced annuity. But 
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he has at least contributed along with the Government toward that 
annuity. 

And I will submit to you that during the same period he hasn’t 
lived any better than people in the armed services, nor has he many of 
the privileges that they have, yet he is forced to contribute to his 
retirement. 

Mr. Grayson. Well, sir, we would be most happy if the Congress 
would discount some of this paternalism toward the military personnel 
and give them a little more money so they could spend the way they 
want to, and buy their own retirement and their own survivorship 
benefits. We would be most happy. 

Mr. Kivpay. Right there, Mr. Chairman, you put your finger 
right on it. Now, as to whether there is any contribution by the 
military toward their retirement, I believe that you and other well- 
informed insurance men agree that they do, while not by name, but 
by the pay which they draw, that they do contribute. 

In other words, Admiral Fechteler, who heads up the entire Navy, 
draws a salary for—well, the administrative assistant to a man heading 
up any thing of that kind in industry would draw the salary that 
Admiral Fechteler is drawing now, wouldn’t you agree? 

Mr. Grayson. I agree with you 100 percent. Candidly, I think 
it is ridiculous to pay the top rank of the service the stipend that we 
pay them. I think it would be infinitely better—lI think the services, 
when they ask for an 8 percent increase, I think that is minuend. 

Mr. Kiipay. I think it would be interesting to you, because I hap- 
pen to know Admiral Fechteler’s thinking on this, because when we 
handled the pay bill, the career compensation, he strongly favored the 
Hook Commission recommendations of scales, and the same contribu- 
tion of civil-service employees. Because he felt that this continual 
recurrence of the statement that the military do not contribute, that 
the elimination of that would be worth whatever reduction that it 
took to get rid of the idea that military retirement was a complete 
gratuity. 

The These admirals 

Mr. Mituer. Will the gentleman yield? 

The Cuarrman. Mr. Grayson, these admirals don’t draw as much 
salary as the counsel to this committee. 

Mr. Grayson. That is right, sir. I have been very closely asso- 
ciated with the services for over 20 years. 

Mr. Van Zanpt. In what capacity? 

Mr. Grayson. I handle insurance for a great many of them. Most 
of the top rank of the services are old friends of mine. I know them 
very intimately. I put in 4 years in charge of the insurance program 
for the Military Establishment—that is, for the Army and Air Forces. 
I couldn’t live on my active-duty pay. Candidly, I don’t see how to- 
day an officer can live the way an officer is supposed to live and still 
make any savings toward the education of his children. 

Mr. Rivers. Let me ask the gentleman a question right there, Mr. 
Chairman. 

The Cuarrman. Mr. Rivers. 

Mr. Rivers. Have you ever testified on the increase of the salary of 
a Member of Congress? 

Mr. Grayson. No, sir; I never testified before Congress at all. 
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Mr. Rivers. If you ever get interested, I would like to have you 
on my side. 

The Cuarrman. Mr. Van Zandt. 

Mr. Van Zanpr. Mr. Chairman. 

Mr. Grayson, a moment ago when you were listing the benefits 
received by one who retires from the services and then dies—that is, 
the widow of the person who dies—did you not miss the pension paid 
by the Veterans’ Administration to the dependent widow? 

Mr. Grayson. That is where the income is; it is under $1,800. 

Mr. Van Zanpr. That is right. 

Mr. Grayson: I am glad you asked me that. 

Mr. Van Zanpr. If the limitations are met. 

Mr. Grayson. I apologize for omitting that. The question was 
asked as to what the survivors of a retired officer get upon his death. 
They get—and I mentioned they get nothing. If the income of a 
widow is under $1,800 without children or $2,500 with minor chil- 
dren, she does get—if she is a widow of World War I veteran she gets 
$48 a month, if she is the widow of a World War II veteran she gets 
nothing unless he had a disability upon retirement. 

Mr. Van Zanpr. Of 10 percent or more. 

Mr. Kinpay. In addition his commercial insurance is counted as 
income, the year that he receives it, so she can’t qualify for that. 

Mr. Grayson. Well, we have taken care of that in those cases, sir, 
by providing that the beneficiary has the privilege of withdrawing the 
commercial insurance all in 1 year, so that the Veteran’s Adminis- 
tration says it was all received in the year constructively, even though 
actually she did get it. 

Mr. Kiupay. Yes; but during the first year she doesn’t get these 
benefits. 

Mr. Grayson. During the first year she gets nothing. 

Mr. Jonnson. Mr. Chairman. 

Your idea was all spelled out right at the end of the war, when these 
admirals and generals got paid from 2 to 6 times what they got in 
the service, because of their executive ability and training. 

Mr. Grayson. I didn’t understand your question, sir. 

Mr. Jounson. Wasn’t your ideas as to their worth in dollars spelled 
out at the end of the war when many of these generals and admirals 
went out and got these tremendous jobs? 

Business just gobbled them right up, and paid them from 2 to 6 
times what they got. 

Mr. Grayson. They are still getting it, sir. 

Mr. Jonnson. Yes; I know they are. 

Mr. Grayson. Before the war, nobody wanted an officer. I know 
any number of officers that retired for one reason or another before 
the war, and they had a devil of a time—pardon my English, they 
had an awful time getting any kind of a decent position. Nobody 
wanted them. 

But today that is all changed: If a man wants to work today, and 
most of them when they retire in their early 50’s do want to work, 
they have no difficulty whatsoever in getting employment. They 
may have difficulty in finding the particular job they want, at the 
salary, at the particular location, and the particular hours; but if they 
are willing to be reasonable there is no difficulty. 

The Cuarrman. Mr. Cunningham. 
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Mr. Cunninecuam. I would like to ask this question of the witness: 

Is it not true that the insurance companies enjoyed a considerable 
increase of business directly traceable to the World War I war risk 
act by making the public and the people more insurance-minded? 

Mr. Grayson. I think that is a reasonable statement, Mr. Cun- 
ningham. 

Mr. Cunnincuam. Therefore, the insurance companies haven't 
suffered as a result of many of the things that Congress has done for 
the veteran and his family. 

Mr. Grayson. I think that that is perhaps correct. Of course, 
you can’t trace the increase in the amount of business to any one 
factor. I think that is a contributory factor, sir. 

The Cuarrman. Mr. Van Zandt. 

Mr. Van Zanvr. Mr. Grayson, a moment ago you mentioned that 
this war risk insurance, or this national life insurance, is an out and 
out gratuity. 

Mr. Grayson. Not out and out, sir. To a large extent. 

Mr. Van Zanpr. Large extent. 

Mr. Grayson. Particularly in war times. 

Mr. Van Zanpt. How about the veteran who, of course, continues 
his insurance and pays monthly premiums, and so forth, for 20 and 
30 years? Doesn’t he pay the bill? 

Mr. Grayson. No, sir. | think Mr. Kilday can tell you, and Mr. 
Hardy can tell you about that perhaps better than anybody else. 

The Hardy committee found in its investigation of 2 or 3 years ago 
that it would have been cheaper for the Government to have given 
the insurance to all military personnel than to have it handled the 
way it was. 

Mr. Van Zanpr. I remember that committee report. They talked 
about the administrative expense. But I am talking about the 
investment 

Mr. Grayson. Well, it is more than administrative expense. 

Mr. Van Zanpr. Just a minute. The investment that represents 
the deduction from that man’s month while he is in the service, and 
the monthly premiums that he pays when he is a veteran. 

Mr. Grayson. Well, Mr. Van Zandt, there is a great deal more 
than merely administrative expense. The administrative expense of 
handling insurance will run a maximum of 10 percent. With a com- 
mercial company, it will run well under that. The Government, of 
course, does not operate efficiently, like a commercial company would. 

But the gratuitous—the survivorship benefits of the annuities paid 
to a widow are based on actuarial tables which have been obsolete for 
20 vears. 

For example, if a man today dies and the benefits of Government 
insurance are paid to his widow, she will receive approximately a 25 
to 30 percent larger annuity than she would receive on a commercial 
policy which was bought today. Then in addition to that, the rates 
themselves, the premiums on Government insurance are those that 
were in effect over 20 years ago, and they have never been brought 
into line. 

Now, if the Congress were to say that upon reinstating Govern- 
ment insurance at retirement, the premiums and other conditions 
would be based on actuarial tables in use at the time, it would no 
longer be to that extent a gratuity. 
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Mr. Van Zanpt. Mr. Grayson, what I am trying to develop here 
is that it is not a gratuity. When you lump all of the money that 
the Government took from the men in the service and then add to it 
the costs and the benefits paid, the Government of the United States 
actually made money, because many, many thousands and thousands 
of men who were in the service have never renewed their life insur- 
ance, but the cost of the life insurance was covered by the deduction 
while there were men in the service. In other words, I am talking 
about the deductions that took place every month when a man im 
the service received his military pay. 

Mr. Grayson. Mr. Van Zandt, my silence on that must not be 
interpreted that I agree with that statement, sir. 

The Cuarrman. Mr. Grayson, we thank you for a very intelligent 
and helpful statement. If it is convenient, we would like for you 
to remain, 

Mr. Grayson. I appreciate very much the courtesy of you gentle- 
men. If I can be of any further assistance, | would be very happy to. 

The Cuarrman. We may have to call on you. You have most of 
the answers, I think. At least I think so. You have impressed me. 

Our last witness is Captain Joe Hoyt, who is naval representative 
who will handle the bill under a sectional analysis. We have a half- 
hour yet until the House meets. 

Captain Hoyt, will vou come around. Here is where we are led 
out into deep water, perhaps far over my head. I must confess my 
abysmal ignorance of the technicalities. We are glad to have you 
here, Captain Hoyt, because you have given this such long and 
intensive study. 

I think perhaps vou can explain some of the most difficult provi- 
sions of the bill. | hope that the members will pay close attention 
to it. It is a very complicated and difficult subject. Without objec- 
tion, the committee has two additional printed statements for the 
record. 

(The matter referred to is as follows: ) 


AtR RESERVE ASSOCIATION OF THE UNITED STATES 


Statement submitted to House Committee on Armed Services on bill H. R. 2521. 
May 21, 1953 


The Air Reserve Association of the United States appreciates the opportunity 
of submitting its views and recommendations with respect to H. R. 2521, a bill to 
permit members of the Armed Forces to elect certain contingency options, and 
for other purposes. 

This bill, with minor amendments, will, we believe, meet a long-recognized 
need for legislation that provides a means of assuring reasonable assistance and 
support for the survivors of retired members of the Armed Forces; and, with the 
amendments and modifications suggested below, the Air Reserve Association 
strongly recommends adoption of the bill. 

Section 2 (a): It is suggested that the term ‘‘Reserve components” be more 
clearly defined, in a manner similar to Publie Law 476. 

Section 2 (c): Inasmuch as the term “‘active list’’ is relatively new, as used in 
connection with Reserve components, and may be revised at some future date, it 
is recommended that this term be more clearly defined. 

Section 2 (f): The comma following the word “unmarried” in line 20 should be 
deleted and replaced with a period. The balance of the section to be stricken, 

The deletion recommended above is made in the interest of justice and equity, 
and in consideration of the fact that children may be born following a retired 
member’s election of a contingency option; particularly is this true in the case of 
members retired relatively early in life by reason of service-conneeted disabilities. 
26066—53—No. 21——5 
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Section 3 (a): It is recommended this entire paragraph be stricken and the 
following substituted therefor: 

“An active member may elect, at the time of his retirement, to receive a reduced 
amount of any retired or retirement pay which may be awarded him as a result of 
service in his armed force, in order to provide one or more of the annuities 
specified in section 4, payable after his death in a retired status to his widow, 
child, or children, provided however that such widow shall be living at the date 
of his retirement.” 

Section 3 (b): The phrase ‘within 120 days’’, beginning on line 17, following the 
word ‘“‘may’’, should be stricken and the following phrase substituted therefor: 
“within one year’’. 

It is also recommended that the following sentence be added to this sub- 
paragraph. 

‘*A retired member, who has heretofore been awarded retired or retirement pay, 
shall be notified of the adoption of this Act by the appropriate armed force, at 
least six months prior to the termination of the one-year period’. 

Section 3 (ec): It is reeommended that this subsection be amended by striking 
the period at the end of the sentence and adding the words: ‘‘So long as his 
widow, child, or children, for which annuities were provided at time election was 
made, are living.” 

It is believed unreasonable to require a retired member, who, in most cases, is 
already hard pressed to maintain a reasonable standard of living, to continue to 
contribute a portion of his retired or retirement pay to the Government when the 
latter will assume no obligation under this bill upon the retired member’s death. 

Section 4 (a): It is recommended that the phrase “‘an active or” (line 1, p. 4), 
following the words “‘in section 3,”’ be stricken and the letter ‘‘a’’ be substituted 
therefor; and that the word “‘reduced’’, (line 6, p. 4), following the words ‘‘50 per 
centum of the’, be changed to the word ‘full’. 

Section 4 (D) (b): The word “reduced’’, following the phrase ‘‘50 per centum 
of the” (lines 15-16, p. 5), should be changed to the word “‘full’’. 

Section 4 (D) (ec): An actuarial table should be included in the act which would 
be used in computing deductions and determining annuities at the date this bill 
becomes law. he act should clearly define the factors and conditions which the 
Board of Actuaries should take into consideration in revising the actuary table 
incorporated in the act. 

The bill does not make provision for the support of surviving handicapped and 
dependent children over 18 years of age, aor the parents of retired members who 
have been dependent on the member for support. 

It would appear that these dependents are entitled to the same protection 
afforded the other dependents provided for in the bill. 


A. B. MceMutuen, Executive Director. 


Reserve Orricers ASSOCIATION OF THE UNITED STATES, 
Washington 8, D. C., May 21, 1958. 
Hon. Dewey Suort, 
Chairman, Armed Services Committee, 
House of Representatives, Washington, D. C. 
Dear Mr. Suort: Enclosed is a statement of H. R. 2521 which the Reserve 
— Association requests be placed in the records of the hearings held on this 
ill. 
Yours sincerely, 
C. M. Boyer, Executive Director. 


STATEMENT oF Cou. CHartes M. Boyer, Executive Director, RESERVE 
Orricers AssociaTION, TO House ARMED Services ComMITTEE, ON H. R. 
2521 


The Reserve Officers Association is in sympathy with the provisions of H. R. 
2521 as outlined in section 1 through section 14. The controversial issues in 
sections 15, 16, and 17 we think should be eliminated since they are controversial 
and more properly should be included in the bill on equalization of rights and 
benefits. It is my understanding that H. R. 5034, copy of which was not avail- 
able, does eliminate these sections. 

For the record I would like to clarify an issue which was discussed in the hear- 
ings held Thursday morning, May 21, 1953, in regard to the Federal Employees 
Compensation Act. 
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Reserve officers were placed under the provisions of this act, not at their 
request, but due to a recommendation of the Regular services. In 1934 the 
Reserve Officers Association was attempting to secure legislation to provide 
disability retirement for Reserve officers. The Regular services at that time 
opposed this legislation and suggested that members of the Reserve be placed 
under the provisions of the Federal Employees Compensation Act. 

Until 1949 the compensation provided under the provisions of the FECA was 
a mere pittance. When the death benefits were liberalized Reserve officers, 
for the first time, received benefits greater than were given to the Regular services. 
Prior to 1939 Reserve officers injured or killed on active duty or active duty for 
training received a small pittance then payable under FECA. When disability 
retirement was made available under the act of June 3, 1939, the Regular services 
still objected to permitting Reserves to receive disability retirement unless they 
were on active duty for more than 30 days. Consequently, the Reserves were 
still left under the provisions of the Federal Employees Compensation Act. 

It is believed that this information should be in the record since it was inferred 
by one witness that the Reserves, through their efforts, had been able to secure 
a more liberal pension than had the Regulars while the facts are that it was not 
the Reserves who were responsible for their being placed under the provisions of 
the law but were placed there at the recommendation of the Regular services. 

It should be further noted that in case of war the Reserves do not receive this 
rotection. It should be further noted that it must be a service-connected death 
&@ pension is payable to the beneficiaries of the deceased. 


Tue DisaBLeD EMERGENCY OFFICERS OF THE WoRLD Wars, 
Washington 6, D. C., May 22, 1953. 
Hon. Dewry Snort, 
Chairman, Committee on Armed Services, 
House of Representatives, Washington, D. C. 
Dear Sir: If agreeable to your committee, we should like to have the accom- 
panying statement inserted in the record of hearings on H. R. 5304. 
Very truly yours, 
G. D. National Adjutant. 


STATEMENT OF G. D. TILGHMAN, NATIONAL ADJUTANT, THE DISABLED EMER- 
GENCY OFFICERS OF THE WORLD WaRs, TO THE HousE COMMITTEE ON ARMED 
Services REvATIVE TO H. R. 5304 


Mr. Chairman and gentlemen of the committee, the organization for which I 
speak is composed of officers of the Reserve components of the Armed Forces 
who served in time of war and who have been retired or granted retirement pay 
because of disabilities incurred in line of duty. 

If actuarially sound, legislation along the lines proposed by the bill under 
consideration should be enacted. I shall not burden your committee with com- 
ments concerning technical features of the bill, all of which have been or will be 
discussed by experts. However, I should like to offer a few thoughts for your 
consideration. 

Provision should be made for surviving dependent parents. 

The term ‘“widow”’ refers only to the spouse at the date of retirement in the 
case of an active member or the effective date of the act in the case of a retired 
member. No provision is made for the widow of a person who marries following 
his retirement and after the effective date of the act. Many single men now 
serving in Korea will be retired because of disability. Some will want to marry. 
It would seem that provision should be made for survivors of such persons. 
There seems to be no logical reason why a person whose marriage is delayed by 
prolonged hospitalization should not have the same opportunity to provide an 
annuity for his widow as is accorded one who marries a day, a month, or a year 
earlier. 

The above comments would be equally applicable to the definition of the 
term “child.” 

Section 3 (b) provides that a retired member may “elect’’ within 180 days after 
the effective date of the act. The reduction to be made in the retired pay of a 
member must be computed under tables to be prepared by the Board of Actuaries 
designated in section 8. It is possible that implementing regulations and the 
required actuarial tables will not be published within 180 days after the effective 
date of the act. In such event a retired person would have no way of estimating 
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the cost of an annuity. Could there be any objection to amending the bill so as 
to permit a retired person to elect within a reasonable time after the publication 
of regulations and actuarial data? 

The legislation should provide that all retired personnel be notified of their 
rights to participate in the plan. 

Mr. Smarr. Mr. Chairman, before you start reading the bill section 
by section, I would like to call the committee’s attention to the title 
of the bill, which refers to “permit members of the Armed Forces.” 

Now, in the new bill, 5304, which was introduced, it covers the 
uniformed services. That includes the Public Health, Coast and 
Geodetic Survey, in addition to the armed services. The entire group 
is known as the “uniformed services,” rather than just the armed 
services. 

There are sound reasons for bringing those people in under this 
bill and extending the same benefits to them. So I merely wanted 
to suggest: If the committee agrees with that as a matter of policy, 
and I think it is sound, the title will have to be amended to substitute 
“uniformed services” for “Armed Forces’’ in the title. 

Mr. Kintpay. Mr. Chairman, I believe Mr. Cole would agree that 
it would be a good plan to agree right now that it is to cover the 
uniformed services and not the armed services, because then it would 
cover everybody paid on a military scale. 

Mr. Smarr. Right. 

The Cuarrman. What do you think, Mr. Cole? 

Mr. Coxe. It is all right. 

The CuarrMan. “Uniformed services,’ without objection. 

Mr. Van Zanpr. Mr. Chairman, may I ask Mr. Smart a question 
now? 

In your own opinion, would it cover the Reserves likewise? 

Mr. Smarr. It will. 

Mr. Van Zanpr. I am thinking the benefactors under Public 
Law 810. 

Mr. Smarr. Persons retired under title 3, Public Law 810, are 
covered under this bill. 

Mr. Van Zanpr. “Uniformed services’ will make a general appli- 
cation, then? 

Mr. Smarr. That is correct, sir. 

Mr. Cunnincuam. Now about the National Guard? 

Captain Hoyr. They arein. I think we can answer many of these 
questions if we go to the bill itself and read the section 2, which sets 
forth the definitions. 

The Cuarrman. That is all right. Well, without objection, we will 
amend the title of the bill, to substitute “uniformed services” for 
“Armed Forees”’. It is so ordered. 

All right, Captain, proceed. 

Captain Hoyr. Mr. Chairman and gentlemen, in the little folders 
that you will find on your desk vou will see in the back there a Ram- 
sever which starts with the original bill, H. R. 2521, in the lefthand 
column, and in the middle there is the Department of Defense proposed 
legislation, labeled“* DOD 83178,” aad in the righthand column there 
was the confidential committee print. 

Now, I understand that H. R. 5304 differs somewhat from all 2 of 
these bills, all 3 of these drafts, but this Ramseyer I think will enable 
you to follow the changes that have been made from the beginning 
until the end, until the finished product. 
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Now, with the Chair’s permission, I will start reading section 2, 
with section 2, because the enacting clause, I imagine, is familiar to all 
of vou. 

The Cuarrman. Section of definitions. 

Captain Hoyr (reading): 

Sec. 2. As used in this Aet— 

(a) The term ‘uniformed services’? means the Army of the United States, 
Navy, Air Force of the United States, Marine Corps, Coast Guard, Coast 
and Geodetic Survey, and Public Health Service, and all regular and reserve 
components thereof. 

Now that language is the language of the Career Compensation 
Act, which includes all the military elements—Reserves, National 
Guard, and so on, and so forth. 

Mr. Van Well, Captain—— 

The CHarrMan. Yes. 

Mr. Van Zanpr. Captain, does that mean now that a reserve has 
to retire as he can under certain laws today, while on active duty, or 
does it mean the reserve who was retired under the provisions of 
Public Law 810? 

Captain Hoyr. When we get down to what retired pay means, 
we say —well, we will get to that in just a minute. But if you will 
bear with me while we read through. [Reading:] 

The term ‘‘member’’—— 


Mr. Smarr. Mr. Chairman, before we proceed from that section, I 
think the terminology with reference to the Air Force should be 
changed in line 7. In the organization act of the Air Force, it is known 
as the United States Air Force, and not the Air Force of the United 
States. 

Mr. Rivers. And the Navy is the United States Navy, too. 

Mr. Smarr. No, the Navy terminology is all right. 

Captain Hoyr. The Navy is all right, sir. 

The Cuatrman. You would change Air Force of the United States 
in line 7 to read-——— 

Mr. Smarr. The United States Air Force. 

The CuatrmMan. United States Air Foree. Without objection, we 
will accept that amendment. 

Captain Hoyr (reading): 

The term “member” means a commissioned officer, a commissioned warrant 
officer, Warrant officer, nurse, flight officer, or a person in an enlisted grade, of any 
of the uniformed services and a person entitled to retainer pay in the Fleet Reserve 
or Fleet Marine Corps Reserve with credit for sixteen or more years of naval 
service. 

That is again language which exists in all existing laws. There 
will be no conflict. 

The CHarrMan. Proceed. 

Mr. Coz. Let me ask. Does that 16-year naval service limitation 
apply to all the various ranks enumerated under that definition or 
just to the person entitled to retainer pay in the Fleet Reserve or the 
‘leet Marine Corps Reserve? 

Captain Hoyr. That 16 years is meant to apply to the Fleet 
Reserve or Fleet Marine Corps Reserve because they are the only 
people, and there are very few of them left today, who—well, during 
the economy drive, it really was, where they let the people out early 
in order to reduce the services, and they made an exception of the 
20 years at that time to those particular people. 
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Mr. Rivers. Mr. Chairman. 

The Cuarrman. All right. 

Mr. Rivers. I think we can move faster, if it meets with the ap- 
proval of the Chair, if we just let the definitions be approved by our 
counsel. 

The CuarrMan. No, let’s read it. We must read it. 

Proceed. Let’s not interrupt any more than we have to. 

Captain Hoyt (reading): 

(C) The term “active member’’ means a member on the active list of a Regular 
or Reserve component of a uniformed service. 

Now the active list of a Reserve component means a man who is 
on the Reserve list and is not on the inactive status list. In other 
words, a man who is not on an inactive status list or a retired list of 
a Reserve component would not be an active member, but all other 
reservists—National Guardsmen who were federalized—all of the 
rest of them would be, as I understand, included whether they were 
on active duty with the forces or whether they were at home in 
training at the armories. 

Mr. Van Zanprt. Mr. Chairman, just to clarify this. In the 
morning record the gentleman from Louisiana, Mr. Brooks, inserted 
a compilation that shows that some 2,000 officers of the Reserve 
components have retired under the provisions of Public Law 810. 

Captain Hoyt. That is correct. 

Mr. Van Zanpt. My question is this: If this bill were to become a 
law, couldn’t those retired Reserve officers accept the privileges 
granted to them; and in the case of death, would their widows be 
entitled to benefits? 

Captain Hoyr. Mr. Van Zandt, without attempting to be funny— 
I am a Reserve officer myself—I assure you they would, because that 
is the way I will retire, if I retire. 

The CuatrMan. They are free to elect it? 

Captain Hoyt. They are free to elect it. 

The CuarrMan. It is not forced upon them, but they can elect 
them; 120 days. You got 4 months after the enactment of the legis- 
lation. 

Captain Hoyr. Actually, in this bill we change that to 180 days, 
sir. 
The CHatrMan. One hundred and eighty. 

Captain Hoyt. One hundred and eighty. 

The CuHarrMan. All right. 

Captain Hoyr (reading): 

The term “‘retired member’ means a member or former member of a uniformed 
service, who is or has been awarded retired or retirement pay as a result of service 
in one of the uniformed services. 

I think that answers your question, because a man who retires 
under 810 will have been awarded retired or retirement pay. 
[Reading:] 

The term “widow” includes a widower and refers only to the spouse at the date 
of refirement of an active member or to the spouse at the effective date of this 
act in the case of a retired member at the effective date of this act. 

You see, we have two classes of people who will be covered by this 
act. They will be those who are on active duty and those who have 
heretofore retired. The active-duty man or member will be required 
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to make an election, but the retired member—and he may have 2 or 
3 years, as we will get into later, in which to do it. 

But the retired member must do it now or within 6 months of the 
effective date of the act, and he must—the only widow that we hope 
to cover here is the widow who he has at the time of his election, not 
a widow at some future date. 

The CuarrMan. We understand. 

Mr. Kitpay. Now let’s make sure we understand. 

The CHarrMan. Yes. 

Mr. Kripay. The man retires and is married. 

Captain Hoyt. Yes, sir. 

Mr. Kitpay. He makes the election. That wife is the only wife 
who can qualify. If she should die or they should be divorced and 
he should remarry, the new wife is not under this at all? 

Captain Hoyr. No. There is no way that you could cover subse- 
quent marriage. 

Mr. Parrerson. How about the statutes of the various States, 
when you go into court on these, and probate laws? 

Mr. Coie. What about them? 

Mr. Parrerson. I mean they would be the legal wife. 

Captain Hoyr. There would be a wife, but it would not be a wife 
covered under this specific contract, Mr. Patterson, I don’t think. 

Mr. Parrerson. O. K. 

The CHarrMan. Mr. Bray. 

Mr. Bray. One question. At what time must the officer make an 
election? If he is on active duty, shall he then make the elections 
within 120 days after the effective date of the act or must he wait 
until he does become retired? 

Captain Hoyt. No,sir. There is a provision in here that provides 
for an early election for an actuarial reason which I will get into when 
we get to that part of the bill, if I may. 

Mr. Bray. It wasn’t clear to me what it means. 

Captain Hoy’ (reading): 

The term ‘‘child” means a legitimate child, a stepchild in fact dependent upon 
the member for support, or a legally adopted child, who is under 18 years of age 
and unmarried, and refers only to an active member’s child who was born and 
is living at the date of retirement of the active member or to a retired member’s 
child who was born ana is living at the effective date of this act in the case of a 
retired member at the effective date of the act. 

Now the reason for these exclusions is merely mathematical and 
actuarial. You can’t figure an actuarial equivalent deduction on the 
basis of an unborn life. 

It can’t be done. So you have to take the people who are in this 
world at the time the man makes his election in order to figure the 
correct deductions, not only to protect the man himself, but to protect 
the Government also. 

Mr. Witson. Mr. Chairman. 

The Cuatrrman. Mr. Wilson. 

Mr. Witson. What about some provision for requiring the man 
or retired individual to list the child? 

In other words, supposing he had children that he didn’t want to 
cover and later, after he died, they could be covered under this. 

Captain Hoyt. Well, that is a matter of policy, I would say. In 
general, this is the purpose. It is a voluntary program. Now, I 
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suppose if there was an unnatural father that wanted to exclude one 
of his children 

Mr. Wiison. Well, he wouldn’t be paying into the fund for that 
child and yet the child could be entitled to it under this; is that 
right? 

Captain Hoyr. No, he couldn’t do it, because his equivalent would 
be worked out, in answer to your question, on the basis of the in- 
formation he furnishes the services. I mean, there is no set formula 
on this thing. A man who makes this election will have his indi- 
vidual case considered. He will write in and say, “I have a wife 
5 years vounger than I am and I have a child 12 years old.” 

Mr. Wiison. But you don’t spell that out here? 

Captain Hoyr. 12 years old. The figures will be figured out 
on that basis. If he excludes the child, that child could not par- 
ticipate. 

Mr. Kitpay. How about this situation, and this is not uncommon 
in the military, of a man who has had a family—he is divorced and 
goes off and acquires a new family, probably never hears from this 
other child, the child from the first marriage. 

Would that child be able to come in and qualify? 

Captain Hoyr. Not unless the equivalents were figured on the case 
of that child, Mr. Kilday. We have a provision in here which was 
not in 2521, the original bill, which we will get down to in section 3, 
that differs from 2521, and would provide an out for that type of 
situation. 

I might say—this is one of the provisions which has given my 
actuarial friends some concern. 

Mr. Rivers. Did I understand him to say, Mr. Chairman, that 
it boils down, then, to whom you elect from the particular issue? 

Captain Hoyr. You could do it. A man is allowed—lI mean there 
is nothing in this bill that makes a man protect any children or any 
wife. He could protect his wife or his children or the family, but 
he can’t, of course, differentiate between the children if he elects to 
protect his children. He has to work it on the basis of a life of the 
youngest child. 

Mr. Rivers. Say he would elect to protect the children of both 
issues; could he do that under this? 

Captain Hoyr. He can do that under this language. 

Mr. Rivers. I see. 

Captain Hoyr. As long as they are alive at the time of his retire- 
ment. That is the only exclusion. He can’t protect children—— 

Mr. Witson. My point was: Suppose he didn’t elect to cover his 
first children. According to this term ‘child,” the first children 
could still qualify. That is the point I am making. 

Captain Hoyt. I believe they would still be qualified. Of course, 
the equivalent—when I get down to section 4, or when we get into 
the children’s annuity, I think you will see the children will be covered. 
The CuHarrMan. All right. 

Mr. Smarr. (G). 
The Cuarrman. (G). 
Captain Hoyt (reading): 


The term “retired pay” includes retirement pay, equivalent pay, and retainer 
pay. 
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You gentlemen know why we put that in, so as to avoid repeating 
those three things about every other line in the bill. 

The CuarrmMan. Yes. 

Captain Hoy? (reading) : 

The term ‘department concerned’? means (A) the Department of the Army 
with respect to the Army, (B) the Department of the Navy with respect to the 
Navy and Marine Corps, (C) the Department of the Air Force with respect to the 
Air Force, (D) the Treasury Department with respect to the Coast Guard, (1) 
the Department of Commerce with respect to the Coast and Geodetie Survey, 
and (F) the Department of Health, Education, and Welfare with respect to the 
Public Health Service. 

Now, gentlemen, section 3 is when we begin to get into the meat 
of the bill. 

The CuatrMan. I think, Captain, that since it is so near 12 o’clock 
and the members want to get on the floor—we have this appropriation 
bill on labor and Federal security—this would bea good time, a good 
place to stop. 

And if we can all—lI appreciate very much, the Chair appreciates 
very much the presence of so many members of the committee this 
morning, and the attention they have given. 

Now this gets down to the meat in the coconut. 

Captain Hoyr. Yes, sir. 

The CHArrRMAN. Section 3. And if we can meet tomorrow morn- 
ing at 10 o’clock, it is the hope that we can finish the bill. I am go- 
ing to ask Mr. Cole to report it and handle it on the floor and Mr. 
Vinson has asked Mr. Kilday on the minority side. 

I think we can get quick action, 

Mr. Vinson. That’s right. 

The CuarrMan. We stand—the committee stands in recess until 
10 o’clock tomorrow morning. 

(Whereupon, at 11:52 a. m., Thursday, May 21, 1953, the com- 
mittee adjourned to 10 a. m., Friday, May 22, 1953.) 


Hovust& or REPRESENTATIVES, 
CoMMITTEE ON ARMED SERVICES, 
Washington, D. C., Friday, May 22, 1958. 

The committee met at 10 a.m., the Honorable Dewey Short (chair- 
man of the committee) presiding. 

The CHarrMan. The committee will be in order. 

Since the House meets at 11 o’clock this morning, we will have to 
rush to get through the bill. 

We might possibly be able to do it. But since Mr. Cole and Mr. 
Kilday are here, and are the authority on this piece of legislation, we 
will proceed at once. 

Captain Hoyr. I think you had reached section 3, on page 3, when 
we recessed yesterday. 

Sections 3 and 4 are really the heart of the bills. 

So you may begin at line 12, section 3, on page 3. 

Captain Hoyt. Before starting to read, Mr. Chairman, with your 
permission. 

The Cuarrman. I would like to say that this is the tough part of 
the bill and it gets into mathematics and I would appreciate it very 
much if I was allowed to finish before the questions are asked. 
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I will try to explain the mathematics as we go along, sentence by 
sentence, 

The CuarrMan. It is highly complicated and based on actuarial 
estimates. So we will let you proceed. 

Captain Hoyt. Section 3A: 

An active member may elect prior to the completion of 18 years of service which 
is creditable in the computation of active-duty pay in the uniformed service 
of which he is a member, to receive a reduced amount of any retired pay which 
may be awarded him as the result of service in his uniformed service in order to 
provide one or more of the annuities specified in section 4, payable after his death 
in a retired status to his widow, child, or children, if such widow, child, or children 
are living at the date of his retirement. Where the active member is awarded re- 
tired pay by his uniformed service for physical disability prior to the completion 
of the 18 years of service, the election may be made at the time of retirement. 
An active member who has heretofore completed the 18 years of service may make 
this election within 180 days after the effective date of this act. 

Up to there there has been no change in any of the drafts that have 
been considered. 

That is uniform through 2521, through the DOD draft, and through 
the committee prints to date. That has also been reviewed by all 
these fine gentlemen whom Admiral Holloway mentioned. 

Mr. Coxe. Captain, let me ask you: What do we do with the officer 
who spends most of his middle-age life in a single status and after he 
has completed his 18 years of service he then becomes married? 

Captain Hoyt. We have a provision which we have written in here. 
That is one of the very points that the services bring up. 

Mr. Coxe. All right. 

Captain Hoyr. In their changes. 

Mr. Rivers. May I ask him this, sir. 

The CHARMAN. Yes. 

Mr. Rivers. This election has to be made prior to his retirement. 

Captain Hoyt. Yes, sir. The purpose of that is to guard against 
the adverse election which caused such an uproar here 2 years ago 
and again last year. 

Mr. Rivers. I see. 

Captain Hoyr. In civilian practice, the normal procedure is to say 
that a man must make an election of this nature, on the retirement 
plans, 3 to 5 years before his retirement date. That guards the 
company or the plan—in this case, the Government—against somebody 
coming up to his retirement date knowing he is going to die and taking 
out the full amount, whereas, if he knows his wife is going to die, he 
won’t take out any. 

Mr. Coxe. You have that just switched around, haven’t you? 

Captain Hoyt. No,sir. He won’t take any if he knows his wife 

Mr. Coxe. If he knows he is going to die, he takes out the full 
amount. 

Captain Hoyr. All right. If he knows she is going to die, he 
doesn’t take out anyway. In other words, he draws his full pay. 

The Cuarrman. That is what it is. It is really a gamble on who 
lives longest. 

Captain Hoyt. That is right. If you know, for example, that you 
have cancer of the throat, you are certainly going to protect your 
wife to the best of your ability. 

The Cuarrman, That is right. 

Captain Horr. Whereas if you know she has it, you are not going 
to reduce your pay in order to take care of her. 
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Mr. Corr. Then in that case, he would take out the full amount 
for his wife? 

Captain Hoyr. That is right. 

Mr. Corer. And not for himself? 

Captain Hoyr. That is right. 

Mr. Coxiz. That is what I thought you meant. 

Captain Hoyr. Yes. 

Mr. Rivers. Therefore, in response to any inquiry on the floor 
when we bring this bill up, I would say our answer would be that if 
it were not as you have provided it would be difficult in obtaining the 
underwriters support. 

Captain Hoyr. That is correct. The underwriters would not be 
interested, then. 

Mr. Rivers. Yes. 

Captain Hoyr. That is the purpose. 

Now, Colonel Rose, and Colonel Montgomery and myself have 
been acting as a committee in the Department of Defense reviewing 
2521, and we really believe that this 18-year provision is entirely too 
restrictive. 

It means for the bulk of the people that they would be making this 
election 12 to 20 years before they actually retired. That is far, far 
bevond the length of time which insurance people have found safe 
in the past. 

So we have written in here a small change, saving the terms of 
election may be modified or revoked by a member at any time prior 
to his retirement, but that any modification or revocation so made 
shall not be effective if he retires within—we had 3 years. The draft 
here says 5 years, after the date is made. In other words— 

Mr. Rivers. For physical disability retirement. 

Captain Hoyt. It doesn’t make any difference why he retires. In 
other words, I could elect at the end of 18 years to leave my wife a 
good deal of money, to the limit of this law. Now, if I found some- 
time before my retirement that she was sick, I could put in sd au 
revocation of that option, but if I was retired within the 5 or 3 yet 
limit, that revocation would not take effect. 

In other words, I would still be stuck with my original election. 

Now, that provides the 5-year before retirement feature, which is 
common in civilian life, or the 3 year formula. 

Mr. Vinson. Mr. Chairman, may I ask the captain a question? 

The CHarrMan. Mr. Vinson. 

Mr. Vinson. It looks like to me that makes it more speculative 
than heretofore contemplated. 

Now, my thought is he makes the election and he has to stand by it 
through the entire period. Like it is now, he can constantly change it. 
He can say that, “My wife’s health is beginning to get bad, so I think 
I will revoke my previous election and I will switch it back on the 
assumption that I will be the survivor.” 

Now, don’t you weaken your case? The whole theory of it is to 
care for the surviving beneficiary. He does it in the first instance, 
but as time rolls on for various reasons he may say, ‘‘Well, | am going 
to cut it off, I am going to revoke it.”” Is that the way to proceed? 

Captain Hoyt. Well, there are certain other cases, Mr. Vinson, that 
you have to have a modification for. I can give you a few. A man 
gets married fairly late in life, we will say after he has been in the 
services around 17 years, and he makes his election to protect his wife. 
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Two years later a child is born. 
Now, go to on one step further, the wife dies. The man has no 
election and no method of covering his children. 

Mr. Vinson. Well you could make exceptions in cases like that. 
But when an officer decides to take advantage of this law, he makes 
his election, I don’t see why it should be subject to bis whim to 
change it. Why shouldn’t he stand by it? 

Mr. Kinpay. Mr. Chairman. 

Mr. Vinson. Yes. 

Mr. Kitpay. I would approach it from the opposite direction. 

Why do you have to have the 18-year thing at all if you are going 
to let him change it? 

Mr. Vinson. That is right, exactly. 

Mr. Kitpay. If your original argument that to get your under- 
writers’ approval you had to have this long prior election, how are 
you going to get them if you have an election and it is still subject 
to revocation? 

Mr. Vinson. Sure. 

Captain Hoyr. Let me point out this. As I said before, in the 
civilian plan it is very easy. The civilians’ plans almost all have a 
definite age at which a man becomes eligible for retirement. So 
they say 5 years before that time you take this option out, and even 
there they have another loophole in which they say that a man can 
take such an option right on the day of his retirement providing he 
can pass a physical; an insurance physical. 

Mr. Bennerv. Is that general, the civil-service rule? 

Captain Hoyr. The civil-service rule is wide open. 

A man doesn’t have to elect until the day he retires. 

The Cuarrman. Well, in private, commercial companies you are 
free to change your beneficiary. You can change your beneficiary 
in any commercial insurance. 

Mr. Vinson. But you have to notify the beneficiary. Here you 
don’t have to notify the beneficiary at all. The officer goes down 
there and says, “I had a little fuss today, and I am just going to throw 
this out of the window, I am going to change this thing.”’ 

Mr. Kinpay. But you do have laws in many States, as in my State, 
where if I take out a policy on my wife, she has an insurable interest 
at the time I do it and it is valid. If I take it out on somebody 
else having no insurable interest, it would not be valid. Should we 
be divorced at the time of my death she could not take it because she 
no longer had an insurable interest. The company would have to 
yay, but it would go to my estate but not to her, because she no 
ales had an insurable interest. I don’t understand why here, 12 
to 20 years in advance, you make a designation and then the reason 
for wanting a life to continue to exist disappears and the reason for 
wanting it to terminate eventuates. I don’t like that idea. 

Captain Hoyr. Then, as I say, the reason for the 18 years is 
because people—and the reason that time is picked is because that is 
2 years before a man becomes eligible for voluntary retirement or 
for retirement from lack of selection. 

So that gave a 2-year preelection. That is what was aimed at. 
Mr. Vinson. Now, let’ssee, Mr. Chairman. He says: 


The term of election may be modified or revoked by a member at any time 
prior to his retirement, but any modification or revocation so made shall not be 
effective if he retires within 5 years after date made, 
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Now, you are going to require him to do it within a certain period 
of time, and it is certainly going to entail an immense amount of 
departmental work and increased bookwork, because with the enor- 
mous number of personnel involved why there will be hundreds of 
these changes coming in all the time for various reasons. 

Captain Hoyr. Well, I must admit 

Mr. Vinson. What? 

Captain Horr. I have to admit that it would certainly cause more 
administrative work. 

Mr. Vinson. Of course it will. 

Captain Hoyr. On the other hand, that is an awful long time to 
expect a family situation to remain unchanged. 

Mr. Rivers. Well, aren’t most of the equities on the part of the 
underwriters? 

Captain Hoyt. I beg your pardon? 

Mr. Vinson. Certainly. 

Mr. Rivers. Don’t you think more of the equities are in favor of 
the underwriters? 

Is that the only way you could resolve a bill of this kind? 

Captain Hoyr. No; it isn’t only a question of the underwriters, 
Mr. Rivers. 

To be fair the services were charged with producing a bill which 
would cost no money, and we had to take the advice of the people 
who really——— 

Mr. Rivers. I appreciate that fully. We can’t make a man write 
an insurance policy. 

Captain Hoyr. That is right. 

Mr. Rivers. On service people. 

Captain Hoyr. That is right. 

Mr. Rivers. Don’t you think some of these provisions could be 
modified just a little bit? 

Captain Hoyt. Well, I feel this one, and I talked to Mr. Grayson 
yesterday about this change. He said his association would have no 
objection to it at all. He said that it would very closely parallel 
what they do themselves. 

Mr. Rivers. Why don’t we make it consistent, Mr. Chairman, 
and work out a little more liberal 

Mr. Coxe. Mr. Chairman, I don’t see why you put in 18 years or 
16 years or 20 years. 

aptain Hoyr. Eighteen years is too—— 

Mr. Cots. Why can’t you say that this right of election is available 
to anybody in the service, but it doesn’t become a firm right—the 
opportunity is available to anybody in the service, but in order to 
take advantage of it he must exercise his election 3 years, not less than 
3 years, before he retires and before he draws any benefits. 

Captain Hoyt. That would do very well. 

Mr. Vinson. That is a sound approach to it. 

Mr. Coxe. Let me finish my thought, please, sir. 

The CuHarrMan. Yes. 

Mr. Coie. Then that would take care of all situations. 

Captain Hoyt. That would be all right, except for the man—if you 
leave the physical provisions in here, I can’t see why that wouldn't do 
the trick. 

Mr. Coie. Or make it 5 years, either 3 years or 5 years. I don’t 
see why you require a man in order to take advantage of election——— 
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Captain Hoyt. I was trying to take advantage-——— 

Mr. Cour. Let me finish, will you. Why do you require a man in 
order to take advantage of this right of election to bind himself by a 
decision that he has made 10, 15, 20 years previously, previous to the 
time of the vesting of the right? 

Captain Hoyr. Well—— 

Mr. Coir. The benefits. 

Captain Hoyr. It would seem to me, Mr. Cole, that your suggestion 
is a very sound one. I would like to leave in the bill, however, turn- 
ing back to page 3, line 21, where the active member is awarded re- 
tired pay for physical disability, the election may be made at the time 
of retirement. 

Mr. Vinson. That is right. 

Now, that is sound, that is all right. 

The CHArRMAN. Yes. 

Mr. Rivers. That is all right. 

Captain Hoyr. Yes. 

Mr. Vinson. Then to carry out the thought that is in Mr. Cole’s 
mind, you go one step further than this. Why should he make it, 
anvhow, until he retires. 

Captain Hoyr. Well, it is only to protect the Government, Mr. 
Vinson. 

Mr. Vinson. What? 

Captain Hoyr. It is only to protect—— 

Mr. Vinson. But he makes no contribution at all. 

Captain Hoyr. No, but he has to make contribution after he goes 
out. Now, it is an unfortunate truth that when people walk right 
up to the day of retirement, and have a free election at that time, 
that not only—insurance companies have had pretty unfortunate 
experiences that way. It gives all the dice in the hands of the player. 
He knows what is supposed to be an equal shot between the company 
and the insured turns out to be a little bit in favor of the insured 
people. That is the very point that caused all the uproar last vear, 
which Mr. Kilday remembers so well. 

Mr. Vinson. Well, Mr. Chairman, let me say this. I think he is 
on sound ground when he says this: ‘When the active member is 
awarded retired pay by the uniformed service for physical disability ; 
prior to the completion of 18 years of service, the election may be made . 
at the time of retirement.” 


Now, a large percent of retirement is for physical disability. A great ) 
number of people retire in the service for physical disability. So there- : 


fore, when he goes before the Board and the Board finds him physically 
unfit, he than can take the benefit of this retirement law. 

Now, why shouldn’t the same principle apply to the man who has : 
reached the age of retirement and give him—put him on the same | 
status? 

Now, he doesn’t make one penny contribution, does he? | 

Captain Hoyr. Not until after he retires, no. 

Mr. Vinson. That is right, until after he retires. Now, let’s take 
acase. Suppose he gets $5,000, three-fourths of his base pay, and he 
is retired for physical disabilitv. Why then he can elect how he wants 
that retired pay to go to his survivors. 

Now, if he is retired for age or length of service, why shouldn’t he 
then make the election and if he says ‘‘I want my wife to get a certain 
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benefit,’”’ why then it naturally follows during his lifetime he doesn’t 
get his full retirement pay. 

Captain Hoyt. That is right. 

Mr. Vinson. What? 

Captain Hoyr. That is the way the plan works, Mr. Vinson. 

Mr. Vinson. Well, that is not the way it is written, though. 

Captain Hoyt. No, because as I say—lIt is true that that is the way 
the plan would work, except for the fact that human nature being 
what it is, people are inclined to try to skin a little bit. ’ 

Mr. Vinson. It is what. 

Captain Hoyr. People are inclined to try to cheat a little bit. 
They are just taking advantage of the best bargain that is available 
to them. There is nothing dishonest about it. 

Mr. Vinson. That is right. 

Captain Hoyr. Excuse me for using crude language. 

Mr. Coxe. Mr. Vinson’s thoughts on it are entirely right. 

Captain Hoyt. Except for the fact that actuarially it will not 
work out that way, Mr. Cole. 

Mr. Coir. That may be the objection. 

The CHairMan. Restate your proposition, Mr. Cole. 

Captain Hoyr. Your proposition—Mr. Cole’s proposition of making 
the election at any time, but it’s not being effective within the period 
of 3 to 5 years or something of that sort. 

That is just as sound actuarially as a nut. Because a man can’t 
make a good guess 3 to 5 years in advance. But if he let him go right 
up to the day of retirement, there will be certain people who will be 
in a position to upset the actuarial balance. 

Mr. Coxe. Doesn’t this reduction which attaches to the retired pay 
attach to beth the annuities of the husband as well as the wife? 

Captain Hoyt. No; the husband suffers the reduction and then the 
wife draws the pay. 

Mr. Jounson. Mr. Chairman 

Mr. Vinson. Mr. Chairman, let me get this in my mind. 

If the election is made at the time of retirement—you take an 
admiral. Say he is going to get $5,000 retirement pay. If he makes 
his election at that time, and he says “instead of me getting the full 
$5,000 1 want to take care of my wife, so L will give to her a certain 
portion of this $5,000,” which in turn means during his lifetime the 
$5,000 that he originally had coming to him would pot come to him 
because he doesn’t draw the $5,000. 

Captain Hoyr. That is correct. 

Mr. Vinson. And he would therefore have a reduced retirement 
pay during his lifetime. 

Captain Hoyr. That is correct, sir. 

Mr. Vinson. But he has insured that if bis wife outlives him she 
will be protected. That is the theory I thought the whole bill was 
based on. 

Captain Hoyr. That is the principal of the bill, Mr. Vinson. 

Mr. Vinson. All right. 

But it doesn’t pan out that way. I don’t see why he should make 
the election until he gets ready to retire, except in his physical 
disability. 

Captain Hoyr. Well 

Mr. Vinson. And you have taken care of that. 
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Mr. Jounson. Mr. Chairman. 

The CuarrmMan. Mr. Johnson. 

Mr. Jounson. As I understand it—I want to follow up Mr. Vinson, 
because I think he is correct, absolutely correct. At any given time 
that that man wants to give something to his wife, they can sit down 
with a table, and in 10 minutes find out, depending on her age and her 
probability of life, what they would have to take away from him to 
give her that amount. 

Captain Hoyt. That is correct. 

Mr. Jonnson. Well,why can’t he go right up to the day of retire- 
ment and make his election then? 

Captain Hoyr. The only reason I say he can’t do it—mind you, 
I am sure that all the services would be delighted to have it that way. 

But these insurance people who know their business have assured 
us that you have to have some kind of early election—not necessarily 
this one that is in the bill, but some form of early election in order to 
protect the Government against what 

Mr. Jounson. Wait a minute. 

The insurance people are the ones that told me all this. They said, 
“We can tell you at any time in a month how much it will take to take 
care of a lady 75 years of age for the rest of her life.’ I think Mr. 
Vinson is correct. 

Captain Hoyr. Mr. Johnson, I am not going to argue with you. 
It is just a question that experience has shown that when people get 
a retirement option at the date of retirement it invariably costs more 
than the raw calculation indicates. 

The CuarrMan. That is a point, very significant. 

Mr. Arenps. Captain, I finished an insurance policy not too long 
ago and at the completion of 20 years on the 20 pay policy I had the 
option of doing exactly what I wanted with the proceeds in numerous 
instances, and I chose exactly what I wanted and I completed the 
payments on my policies as far as | wanted to go. 

Captain Hoyt. That is right. But these people are just beginning 
to make payments on their policy. 

The CrarrMan. Let’s be patient now and one talk at a time. 

Mr. Arenps. Yes. 

Captain Hoyt. These people are just beginning to make their pay- 
ments on the policy and where they start to begin depends a good deal 
on the situation in which they find themselves. 

In other words, where you give options, everybody is going to take 
the option which he thinks is best. 

The Cuairman. Mr. Kilday. 

Mr. Kitpay. Mr. Chairman, I think the captain is absolutely 
correct. I think all actuaries would insist that there has to be some 
provision in the bill that would be regarded as reasonably safe. 

For instance, when we started to cover self-employed persons into 
security, my idea was, “Well, it ought to be on an elective basis,” 
but when the argument was made on the floor that actuarially you 
would only get the poor risks—and that is the present situation. 

Captain Hoyt. That is right. 

Mr. Kiipay. If you come up with election at the last minute, the 
poor risks are the ones that are going to go on and the good risks are 
the ones you are not going to get, so it balances itself out. 

Captain Hoyt. That is right. 
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Mr. Coxe. I don’t understand. 

Mr. Arenps. How would it be a poor risk? 

Mr. Kitpay. Well, when he was about to retire he would then 
evaluate his physical condition as compared to the wife’s physical 
condition, who would reasonably have the longer expectancy at that 
time, and he would then take the one—he would inevitably take the 
one that would appear to be the one that would pay off the longest. 

Captain Hoyt. That is right. 

Mr. Kiupay. That being true, you would overweight the survivor 
benefit with the longer living person. 

Mr. SMART. Right. 

Mr. Kitpay. You wouldn’t get the shorter living person in order 
to balance it out. 

Mr. Vinson. You must take in consideration the financial condi- 
tion his wife would be in in the event he died before she died. So he 
would try to provide insurance and protection for her. 

Mr. Kripay. I think he would figure, too, her physical condition 
as compared to his physical condition. 

The Cuarrman. Mr. Wilson. 

Mr. Witson. Is it not the same principle that you would have 
when you take out, say, health and accident insurance? You are 
immediately covered as far as accidents but there is usually a waiting 
period of a month or 2 months depending on the premium you pay 
before the sickness portion comes into effect. 

In other words, the immediate condition isn’t being considered if 
the ultimate condition is being considered. 

Captain Hoyr. I think that is a pretty good analogy. If you take 
out this health insurance they eliminate pregnancy cases. Hospitali- 
zation is not available such cases until 11 months have passed. 
They won’t pay them. In other words, they won’t let you be 
sure that vou have a child on the way and you are going to have 
the expense of hospitalization and pay it for vou. They make you 
wait 11 months, which—— 

The CHarrMan. | wonder, Captain, if vou could give us two spe- 
cific cases, sort of parallel cases, of what would happen in each case, 
in order to have the record complete. 

Captain Hoyr. Well, the best example | can give vou is this. A 
man comes up—well, I will take my own case, for example. My 
wife comes from a very long-lived family. long-lived stock. She 
hasn’t got a single female relative back as far as | can trace them 
that hasn’t lived to be at least 85. Obviously, if 1 ever retire and this 
bill were enacted into law, I am going to take out the largest and best 
policy I can. 

Now, I know that. And I have also been plaving with this stuff 
long enough to realize the advantages of it. But something might 
happen, vou see. I am 3 years away from retirement. Something 
might happen now. She might develop one of these troubles that 
ladies do during the next 3 years—and | would come up at my retire- 
ment point, and I find her afflicted with cancer. I won’t take it out. 
I would take it out now, you see what I mean, to cover her. And 
vou would get the good risk or what was apparently a good risk at the 
time. 

Now, the longer you put the thing off the bigger opening vou leave 
for a poor risk coming in and only the poor risks. 
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Mr. Jounson. Could I ask a question, Mr. Chairman? 

Mr. Vinson. Well, Mr. Chairman, let me make this statement. 
The Government puts up all the money. 

Captain Hoyr. No, sir—— 

Mr. Vinson. We pass appropriations for retirement pay, is that 
correct? 

Captain Hoyr. That is correct. 

Mr. ‘Vinson. All of this money comes from the Treasury on 
appropriations for these officers. 

Captain Hoyt. That is correct. 

Mr. Vinson. Then, the sole question is how it shall be divided. 

Captain Hoyr. That is correct. 

Mr. Vinson. Whether he should take it all or whether he should 
permitted by statute to give some to particular people who survive 
um. 

Captain Hoy. That is right. 

Mr. Vinson. That is the sole question. Now, why shouldn't the 
election be made at the time he retires? 

Captain Hoyr. Well, Mr. Vinson—— 

Mr. Vinson. He is going to get it—now wait 1 minute. 

Captain Hoyr. Yes. 

Mr. Vinson. Under the law today when a man reaches a certain 
age, he is retired; isn’t that correct? 

Captain Hoyr. That is right. 

Mr. Vinson. And the Government pays him a certain benefit, 
retirement pay, isn’t that correct? 

Captain Hoyr. That is correct. 

Mr. Vinson. And if he dies, that is the end of it; isn’t it? 

Captain Hoyr. That is correct. 

Mr. Vinson. Allright. Now, this bill is to take care of his depend- 
ents—his wife, his child or children, isn’t that it? 

Captain Hoyr. That is correct. 

Mr. Vinson. Then why shouldn’t he determine at the time he is 
going to retire what proportion he will take during his life and what 
proportion he will give to his beneficiaries? 

Now, those beneficiaries don’t enjoy it during his lifetime and he 
doesn’t enjoy the full benefit of the retirement the law has already 
given him. 

Now, he has the discretion. He can say: “TI will take it all during 
my lifetime, and I won’t give anything, I won't set up a thing for my 
wife and children.” 

But if he wants to do so, he can doit. And that is all the bill should 
provide for, just how his retirement pay is divided. He has earned it 
through years of service which has been reflected in the salary that 
has been paid him monthly. And he should have the right to say what 
proportion should go during his lifetime, and what proportion should 
go to his wife and children after his death. And he can’t enjoy the 
full amount because he has made the election. 

The Cuarrman. Mr. Smart? 

Mr. Smarr. I think there are two questions at that point. I think 
that which Mr. Vinson refers to is actuarially unsound because it 
permits the man to have his cake and eat it, too. 

Mr. Vinson. No, it doesn’t. 

Mr. Smarr. Yes, it does, because as pointed out you are only going 
to get the poor risk at that time. If you allow him, at the point of 
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retirement, to make his election, obviously, you are going only to get 
the poor risk and therefore it becomes actuarially unsound, in my 
judgment. 

Mr. Vinson. One minute, Mr. Chairman. 

Isn’t the same thing true with the Congressman? The Congress- 
man is in the same position. Now, these officers don’t pay one penny 
in. 
Mr. Smarr. That is right. 

Mr. Vinson. When I retired, I could have elected to do certain 
things with my retirement. I couldn’t enjoy the full benefit of it, 
because I made a division of my retirement. That is what we do. 

Mr. Smarr. Yes, but you will recall that you pay in so much 
money every year right now and that money is earning money. 
That is a completely different situation here because no contribution 
is made until the man enters a retired status. 

Mr. Kixpay. In addition to that, I think it is admitted by all, 
even the best friends of the Federal retirement system, that it is not 
actuarially sound. 

Mr. Smart. That is right. 

Mr. Kinpay. At the present time, it has a very large deficit. 

Mr. Smarr. That is correct. 

Mr. Kiupay. If it were not a governmental plan it would be broke 
already. 

Mr. Smarr. That is right. 

Mr. Jounson. Mr. Chairman. 

The Cuarrman. Mr. Johnson. I would like to ask you once again, 
Captain. You recite the case were the risk is poor and she gets what 
the table, the actuarial tables show she would be entitled to if she lived 
out the period that her age bracket falls in. But you have the 
reverse, don’t you? 

Captain Hoyt. Only among those people who elected. In other 
words, if this thing covered everybody and it was a mandatory plan, 
what you say is absolutely correct. You would have the poor, the 
good, and everything else. 

Mr. Jounson. They all balance up in the long run. ‘That is what 
tables are for. 

Captain Hoyt. It would if everybody came in. Now, you leave 
the door open. 

Mr. Jounson. I really can’t understand how you do. I think 
Mr. Vinson is absolutely correct. 

You just give here the equivalent. If one doesn’t get the equivalent, 
somebody gets more than the equivalent, in the great mass of the 
people you deal with. That is what the life insurance people tell me. 

Captain Hoyr. I would guarantee that the statement | have made 
here ‘today as to the effects of leaving the option of retirement—the 
dangers of the adverse selection, would be supported by every actuary 
in the country. 

Mr. Jounson. Then could I ask one other question, Mr. Chairman. 

The CHairMan. Yes. 

Mr. Jonnson. Would the 3-year period, Mr. Cole suggests be better, 
in your opinion, rather than going right to the end before a man makes 
a selection. 

Captain Hoyr. Definitely. 

Mr. Kinpay. Right at that point, Mr. Chairman, may I make this 
observation. 
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The Cuarrman. Yes. 
Mr. Kitpay. We are starting out on something absolutely new here, 
on which there isn’t any experience. 

The CHarrMan. Right. 

Mr. Kitpay. And it is something that once we do it we can’t quit. 
It goes from now on. So why wouldn’t the sensible thing be to take 
something in the nature of Mr. Cole’s suggestion? Because if experi- 
ence showed that that protection was not necessary, it could be 
repealed, whereas if you have the other you could never take away 
anvthing that had been granted the person who participated. 

Captain Hoyr. That is right. 

Mr. Corr. Let me ask—go ahead. 

Mr. Witson. Mr. Chairman. Isn’t it true that we could do what 
Mr. Vinson suggests, but it would require a change in the actuarial 
plan? 

In other words, it would require a larger contribution. 

Captain Hoyr. That is correct. 

Mr. Witson. In other words, we could do what Mr. Vinson asks, 
but you set this up so that it is reasonable, so that the average will 
want it. Itseems to me this 3-year plan of Mr. Cole’s is very sensible. 

Captain Hoyr. You can set tables and you can get more or less the 
same effect by indirection, but there you have a snowball rolling. 
The higher you set the rates the less people who are in good health 
are going to take it and finally you get down to the point where the 
only people who take it out are the people who are suffering from a 
disease which they know is going to kill them. If they were charged 
110 percent they would be glad to pay in order to protect their families. 

So you have a snowball effect. 

Mr. Cote. Mr. Chairman. Captain, what is the shortest period ot 
time that this can be— 

Captain Hoyr. I would say 3 years. 

Mr. Cote. And still be sound? 

Captain Hoyr. I would say 3 years. 

Mr. Coxe. It can’t be less than 3 vears. 

Captain Hoyr. I wouldn’t say so, Mr. Cole. 

Mr. Coir. The argument against making the option available at 
time of retirement, to which I will refer, I would like to have it this 
way—but if we do it that way since it will not be actuarially sound 
will mean that it will cost the Government more than the present 
system. 

Captain Hoyr. That is correct. 

In other words 

Mr. Coir. Now, the argument we have used, in advancing this bill 
to the present point of its adoption, is that it is not going to cost the 
Government one single cent more than the present system does. 

Captain Hoyr. That is right. 

Mr. Coir. However, if we fix in the bill the point of election as 
being the time of his retirement, it will then cost the Government 
more money than the present system. 

Captain Hoyr. It is bound to. 

Mr. Coxe. So in order to face—— 

Mr. Kiipay. If it worked out it did not, you could always repeal 
the 3 years. 


| 
| 


895 


But if you had it at the time of retirement, you could never impose 
the 3 years. 

Mr. Rivers. Captain, isn’t that also coupled with the fact that 
there are a large majority of beneficiaries under this proposition who 
make it costly because of the physical disability when they make 
election the instant they retire? 

Captain Hoyr. Well, there will be some cost in there, but I don’t 
think—the insurance people tell me they don’t think—that is going to 
be too significant. There are many people who are retired for physical 
disability that disqualifies them for service, but don’t affeet their 
longevity. For example, a man who loses his arm or leg; there is no 
evidence that that shortens his life. We also have a number of people, 
unfortunately, who retired because they were a little off their heads. 
Now, those people when they once get in an asylum live forever. We 
have many cases of that sort. The great 

Mr. Arenps. Captain, let me ask you a question: 

According to Mr. Cole’s suggestion, say, a man retires at 28 years of 
service. Mr. Cole suggests at the end of 25 vears he makes a deter- 
mination. Now, how much difference would there be overall in the 
picture as to what conclusion would be reached from 25 years 
against 28? 

Would there be much difference? 

Captain Hoyr. Well, according to all my actuarial friends, there 
would be a substantial difference. 

Mr. Arenpbs. A substantial difference? 

Captain Hoyr. A substantial difference, as far as a 10 percent in the 
cost of the retired pay. 

Mr. Coie. No; Mr. Arends’ point is that in 99 cases out of 100, the 
same determination would be made at the end of service as was made 
3 vears before. 

Mr. AreNnps. That is what I am trying—— 

Mr. Coxe. In most, practically all, of your cases, the fellow would 
have used the same division at the end of his service as he did 3 years 
before. 

Captain Hoyr. Yes, but—— 

Mr. Core. Isn’t that true? 

Captain Hoyr. Well—— 

Mr. Cote. It is only in the rare, exceptional case. 

Mr. Arenpbs. Take your own case. You say 3 years from now you 
are going to retire. Have you any reason that 3 years from now you 
would change your decision from what you would do now? 

Captain Hoyt. No; but if my wife was sick I would. Now, you 
would get me. I would be the first man in line to take this bill out. 
If I waited out until my retirement date, I may not be. 

They say this might have the effect—going right to the retirement 
date, it has the effect of adding from 3 to 10 percent to the actual 
retired pay that will be paid over the combined lifetimes as against 
the other. They found that in their group insurance plans, where a 
man is insured by a factory in which he is working. Then when he 
leaves under the modern plans, he has an option of taking a single life 
policy on himself. They have had terribly bad experience on that. 
The healthy guys leave the factory, go out of the group plan, and they 
leave it alone. The man who is sick invariably takes it. They have 
had mortality among people under the group plan—— 
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Mr. Kitpay. That is why they make them all take it; isn’t it? 
Captain Hoyr. That is correct. The company carries the load. 

: Mr. Kitpay. They may have, say, 85 percent or something of that 

Captain Hoyr. That is right. 

Mr. Kitpay. But they definitely require a very broad base. 

Captain Hoyr. That is right. 

Mr. Kiupay. Of the plan. 

Captain Hoyr. And when the men go out, as I say, they have had 
mortality up to 700 and 800 percent of normal in the people who have 
taken out the individual policy. Companies like United States Steel 
or Bethlehem Steel. They carry that load, and pay the premium for 
it. The insurance companies don’t. 

Mr. Vinson. Mr. Chairman, if you follow Mr. Cole’s suggestion, 
which is going along the same line that I wsa talking about except the 
difference of 5 years, then you just say 5 years before a man retires 

Mr. Cots. Two. 

Mr. Kitpay. Three years. 

Mr. Vinson. Be required to make his election. 

Mr. Cos. Three years. 

Mr. Vinson. Three years. 

And then he divides out how he wants his retired pay to be adminis- 
tered. I can’t figure—I mean, I can’t understand how you can say 
it will cost more either way, because it all depends upon how long the 
individual lives. 

The CuatrMan. The point Mr. Kilday brought out rather impresses 
me. We are setting up something new here without experience. It 
seems to me we need a sort of brake or safeguard until we get a little 
experience. If you have this 3-year provision there, it would be 
perhaps of some benefit or help. 

Captain Hoyr. I think that would do it; I really do. I think you 
you might get 

Mr. Vinson. You don’t have to change the whole bill. Just say 
within 3 years before a man retires he shall make election. 

Captain Hoyr. It would be a very simple change. 

Mr. Vinson. You say that is actuarially sound? 

Captain Hoyr. I think that may work out. I may get an argument 
from some of my friends, Mr. Vinson, but I still maintain it would. 

The CHarrman. Mr. Wilson. 

Mr. Witson. Captain, would we have the opposition of life under- 
writers if we left out any election period at all? 

Captain Hoyr. I think they would have a fit. 

Mr. Kinpay. I know they would. 

The Cuairman. Mr. Johnson. 

Mr. Jounson. I want to get this for the record, Captain: 

I wanted to go along with the Cole plan because that is what I 
think is the best one to follow. But if the officers were contributing 
to this, that would solve all the questions. They could go right up 
to the end and make their selection; is that right? 

Captain Horr. No; that would have really nothing to do with it. 

Mr. Coxe. Sure. I am sorry to hear you say that—— 

Captain Hoyt. Except—— 

Mr. Cour. Because that is the only basis on which I can justify 
a different kind of treatment for military people than that which we 
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give to our civilian people. The civilian people have the right of 
election at the time of retirement. 

Captain Hoyt. Well; that is correct. 

Mr. Cour. Now, that is justified because they pay into the fund. 

Captain Hoyt. That is right. But I was thinking—I’m sorry to 
say, Mr. Cole, I was off in the mathematical end of it. I mean, if 
the contribution during their active life is sufficient to cover the 
deficit caused by the option right at the time of retirement, that is 
correct. 1 mean there are two schools as to whether it is or not. 

Mr. Jounson. Well, what is your answer? If contributions were 
made like Congressmen and civil-service employees, then that would 
cure the uncertainties that you are talking about. 

Captain Hoyr. That is correct; that would be my answer. 

The Cuatrrman. Mr. Bennett. 

Mr. Bennerr. What would be your estimate as to how much 
it would cost, in addition, by changing the 18-year period to 3 years? 

Captain Hoyr. I don’t believe there would be any significant 
difference. 

Mr. Bennerr. Have you any authoritative backing for such a 
statement? 

Captain Hoyt. Well, let me say this: Where this preselection of 
3 to 5 years is current, in most civilian plans, there is no significant 
difference. 

Mr. Bennett. Between 3 and 5 years? 

Captain Hoyr. Between 3 vears—3 to 5 years prior to retirement, 
there is no significant change in costs. 

For example, the Prudential Life Insurance Co. has that type of 
election, and they see no difference in cost. 

The Cuarrman. Now, Mr. Cole, what suggestion or change would 
you make, in section 3, the part that we have read? 

Mr. Cour. I think we better not take the time of the committee 
now. 

The CuHarrmMan. We know pretty well what you have in mind. 

Mr. Vinson. Mr. Chairman, I suggest that the staff and the 
captain and Mr. Cole and Mr. Kilday rewrite section 3, section 3 (a), 
basing it on the election being made 3 years before his retirement. 
Then he determines how his retired pay is to be applied. And then 
when he has made that election, it stands during the 3 years. It 
can’t be changed. And the section in here, with reference to physical 
disability, is all right, because you have to make that at the date of 
his retirement. Then you have a clean-cut proposition. 

The Cuarrman. All right; go ahead, Captain, with section (b), 
paragraph (b). 

Captain Hoyt. Paragraph (b) provides for election by a retired 
member: 

A retired member who has heretofore been awarded retired pay by a uniformed 
service may, within 180 days after the effective date of this act, elect to receive a 
reduced amount of that retired pay in order to provide one or more of the annuities 
specified in section 4, payable after his death to his widow, child, or children. An 
election so made shall thereafter be irrevocable. 

Now, that just provides that the retired man has 6 months after 
the effective date of the act to do the same thing that the active 
man—— 

Mr. Vinson. That is right. 
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The CHarrMan. It takes care of him as well as the other. 

Now, (c). 

Captain Hoyr. (¢)— 

Mr. Smarr. Mr. Chairman, before you proceed, I would like 
permission of the committee to also consider, in rewriting this section 
3 (a)—-you have given no consideration to the officer who has under- 
gone forced attrition. He is not physically retired nor does he serve 
out his full term and go into retirement. 

Mr. Vinson. I would place him—— 

Mr. Smarr. He is passed over twice. 

Mr. Vinson. I would place him in the same position as a disabled 
officer, because he is severed from the service without his consent. 

The CuarrMan. That is right. 

Mr. Rivers. Well, everybody is eligible if they serve 18 years, 
isn't that right? 

Mr. Smarr. At this point an officer doesn’t know. He gets passed 
over this year and he gets passed over next year. 

If he gets physically retired and is forced out of the service—— 

Captain Hoyr. I think we can straighten that out. 

The CHarrman. They should receive equal treatment. 

Mr. Vinson. The same as disabled officers. 

The Cuairnman. That ts right. 

Mr. Vinson. A captain in the Navy fails to be made an admiral: 
He goes out. 

The CHarrmMan. Against his consent. 

Mr. Vinson. Against his consent. 

Mr. Kinpay. Involuntary retirement. 

Mr. Vinson. Involuntary retirement. 

Captain Hoyr. Normally speaking he is guaranteed 30 years. He 
knows when he is getting out. 

The CuarrMan. He should have the same retired benefits, though, 
as the others; don’t you think? 

Captain Hoyt. Well, if you get into that, if you get too much into 
that thing, you completely vitiate the preselection again. A captain 
in the Navy is guaranteed 30 years of service. That would mean he 
would have to make his election at 27 years, or if he thought he was 
going to be an admiral he wouldn’t have to make it until he was—— 

Mr. Vinson. He doesn’t have to make it except 3 years before 
retirement. 

Mr. Rivers. He will take that gamble if he can get the flag rank. 

Captain Hoyr. That is right; he will take the gamble if he can get 
the flag rank. 

Now, a commander who is passed over— 

Mr. Vinson. Mr. Chairman, an officer who is retired must make 
his election within so many days after the law becomes effective; is 
that right? 

Captain Hoy. That is correct. 

Mr. Vinson. One hundred and eighty. All right. 

The CHarrMaNn. Section (c). 

Captain Hoyr. (c) has to do with the mentally incompetent. 

Whenever a member, former member, or retired member is determined to be 
mentally incompetent by medical officers of the service concerned or of the 
Veterans’ Administration, or is adjudged mentally incompetent by a court of 


competent jurisdiction, and because of such mental incompetency isi ncapable of 
making any election provided in this section within the time limitations specified 
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therein; the head of the department concerned may make the appropriate election 
provided for in this section on behalf of such member if so requested by the spouse 
or, if there be no spouse, by the child or children of such member, 


The CHarrMan. It is hard for us to hear with conversation going 
on in the committee. Let’s have order, please. 

Captain Hoyr (reading): 

If such member is subsequently determined to be mentally competent by 
medical officers of the Veterans’ Administration, or where appropriate is subse- 
quently adjudged competent by a court of competent jurisdiction, he may, 
within 180 days of such determination or judgment, modify or terminate the 
election made on his behalf. Deductions theretofore made shall not be refunded, 

Now, the only difference between who finds him incompetent and 
who finds him subsequently competent is in the fact that we eliminate 
the service doctors from the second case. That is a matter of physical 
custody. We don’t keep mentally incompetent people in the service 
hospitals. We move them either to a Veterans’ Administration hos- 
pital or we move them in many cases—their families send them to a 
private institution, where of course they must be admitted through 
the court. 

Mr. Kiipay. We have a comparable provision in the Career Com- 
pensation Act on the question of elections on retirement. Is this in 
line with that? 

Captain Hoyv. That is in line with that, sir. The only difference 
is, in this particular type of patient, they are not in service custody 
after they have once been determined incompetent and there is not 
much sense in having people determine their competency—subse- 
quent recovery—unless they have had the custody of the person. 
You got into horrible jurisdiction rows. A Navy man can go over to 
the hospital and say he saw his old classmate, and he was fine, and 
the Veterans’ Administration says he is not fine, and you would be in 
an awful mess. 

Mr. Vinson. Mr. Chairman, as a matter of fact, in a case where he 
is incompetent, it is always regarded where an officer is retired with 
retirement pay the guardian gets the funds. If the wife needs sup- 
port, why, the guardian will take care of his wife. 

The Cuarrman. All right. 

Captain Hoyr. Section 4 (a). Now, this sets forth the options 
which are available to the various retired members: 

Under the conditions set forth in section 3, an active or retired member may 
elect one or more of the following annuities, payable under this act, in such amount, 
expressed as a percentage of the reduced amount of his retired pay, as he may 
specify at the time of election, in amounts equal to one-half, one-quarter, or one- 
eighth of the reduced amount of his retired pay. 

Now, that varies from 2521 only in limiting it to the 3 options 
of one-half, one-quarter, or one-eighth. 

The original bill called for multiples of 5 percent. 

Now, that would leave in our opinion too many chances. I mean 
some man might say “I want 5,” and some other man 15, and so on 
and so forth. These are 3 items—l very substantial, 1 somewhat 
substantial, and the other 1 really minimum. If a man doesn’t want 
to leave at least an eighth of his pay to his family he doesn’t think 
much of them. 

Mr. Vinson. Mr. Chairman, may I ask—— 

The Cuarrman. Mr. Vinson. 
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Mr. Vinson. Captain, retired pay belongs to the officer; does it 
not? 

Captain Hoyr. Yes, sir. 

Mr. Vinson. Why should he not have a free hand to do with it 
as he sees fit? Why do you put a restriction on it, and say, ‘‘You 
can’t give to your wife more than one-half of it?” 

Captain Hoyt. Well 

Mr. Vinson. Why couldn’t he give it all to her if he wanted to? 

Captain Hoyt. Well, he could. 

Mr. Vinson. Suppose his thoughts were, “I can go out and get 
mea job. I can take care of my family during my lifetime. I am 
only getting $4,000 a year retirement and my wife can hardly live 
on $4,000, Metencrertoet to her living of the past 20 years. Why 
shouldn’t I have the right if I want to to give it all to her?” 

And of course you make him accept one-half of it, and give his 
wife only half. 

Captain Hoyt. No; that is not the way it works, Mr. Vinson. 
We are saying that if—we are limiting, and it is a common limitation. 
A man is never, at least, I know of no plan in which a man can allot 
more than half of his retired pay or two-thirds of a reduced annuity. 
The primary life can’t allot all the money to his wife. In the first 
place, it might tend to—— 

Mr. Vinson. Well, why do you make it one-half? Why doesn’t 
he give her three-fourths if he wanted to? 

Captain Hoyt. Well—— 

Mr. Cour. I think he could. Couldn’t he? 

Captain Hoyr. He could if he wanted to pay for it. 

Mr. Cours. I don’t think we understand—at least, I don’t under- 
stand what the significance of this half, one-quarter and one-eighth is. 

Captain Hoyr. Let me try to explain: That means in there if an 
officer—— 

Mr. Cots. Let me ask you in the case that Mr. Vinson has in mind: 
If the officer retiring has only a wife to look out for, and no chil- 
dren—— 

Captain Hoyt. That is right. 

Mr. Cote. Is it possible for me at the time of my election to say 
“Give my wife one-half of my reduced annuity, plus one quarter of 
my reduced annuity’’? 

Captain Hoyt. No, sir. 

Mr. Coun. ‘Plus two-eighths of my reduced annuity?” 

Captain Hoyt. No, sir. 

Mr. Vinson. You can’t do that. 

Captain Hoyt. You can’t do that. 

Mr. Vinson. Well, the officer has this sum of money coming to him. 

He has $500 a month coming to him, as retired pay; under this 
language as | interpret it he can’t give more than one-half of it to his 
wife at his death. 

Captain Hoy. He can’t even give that much, Mr. Vinson. 

Mr. Vinson. How much can he give? 

Captain Hoyt. In this folder here 

Mr. Vinson. Let’s see, now. 


Captain Hoyr. In the back there, the last table—— 

Mr. Vinson. What does this language mean, then? 

Captain Hoyr. It means: That limits the percentage of the annuity 
of his reduced annuity, that a man can give. Now, he is not going to 


get a full retired pay, Mr. Vinson. He is going to get a reduced re- 
tired pay because he is taking less in order—— 

Mr. Vinson. That is right. 

Captain Hoyt. So he can leave a maximum. 

Mr. Vinson. Well, take the case of an officer having $500 coming 
to him in retirement, $500 a month. 

How much, then, under this language, would he set aside for his 
wife, the maximum amount? 

Captain Hoyr. It depends on which option he takes out. In this 
folder, Mr. Vinson, on the last page, I have a case, or a sample, of an 
officer who is 55, who has a wife of 50. He could leave on the unre- 
stricted (A) option, which we will get to in a minute—or option 1. 
He would continue to pay the rest of his natural life regardless of 
whether his wife predeceased him or not. He could leave her $2,545 
a year, for which he would pay $910, or 15.2 reduction in his retired 
pay. 

Mr. Vinson. Well, he wouldn’t pay anything. He would just take 
the reduction. 

Captain Hoyr. That is right. 

Mr. Vinson. That is right. He would take a reduction of 15 
percept. 

Captain Hoyr. That is correct. 

Mr. Vinson. Now, that would be $6,000, then, for his $500 a 
month. Now, 15 percent of that would be bow much? 

Captain Hoyt. It actually comes out to $910. It is 15.2 It is 
$910 on the set of tables we used. 

Mr. Cote. You say the amount of reduced pay is determined by 
the plan that he selects. 

Captain Hoyt: By the plan he selects. There are four different 
plans. 

Mr. Cote. If that be so, what reason in the world is there that there 
should not be an option available to him that he could pay it all to 
his wife? 

Captain Horr. Well—— 

Mr. Cote. You are going to think hard to answer that one. 

Captain Hoyt. Well, the only thing I can say offhand, quickly, on 
it, is it might be against public policy. 

Mr. Coxe. Against public policy. 

Captain Horr. Why—— 

Mr. Co.e. For a husband to surrender his right and see that his 
wife is taken care of all her life?) That is against public policy? That 
is brand new to me. 

Captain Hoyr. Let me say the insurance people take a very dim 
view of a man being worth more dead to his wife than he is alive. 

The Cuarrman. He is worth more dead than alive. 

Captain Horr. He would be worth more dead 

Mr. Cote. How would it make any difference to her if he is alive 
or not, if that annuity runs to her? 

Captain Hoyt. Well, she won’t get the undisputed use of it until 
he dies. 

Mr. Cote. Why couldn’t she draw it? 

Why couldn’t she, under a classification of a reduced amount? 

Captain Hoyr. Well, let me say this: I will argue a little bit on 
that one, too: 
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In the first place, girls live a little bit longer than the man, so if 
you allotted the entire retired pay vou would increase the cost of the 
retired pay. 

Mr. Cote. That is all adjusted in determining the reduced amount. 
All those factors are taken into consideration in determining how 
much she gets. 

Mr. Kinpay. Isn’t the question vou are asking, Mr. Cole, whether 
he couldn’t give his retired pay to her while he is living? 

Mr. Cour. Yes. 

Mr. Kitpay. No. 

Mr. Corr. Why is that? 

Captain Hoyr. You can’t assign retired pay under the law today. 

Mr. Core. You could if the law said so. 

Captain Hoyr. Yes. 

Mr. Coun. I am trying to take care of the situation Mr. Vinson 
has in mind: when the man comes to retirement, and says: “Il am 
hale, hearty and healthy; 1 have enough resources of my own, I don’t 
need to worry about myself, | want to make sure my wife is taken care 
of. Instead of my drawing my annuity which | have a right to draw 
now, | will elect to give to my wife a lesser amount and she can draw 
it in my place.” 

What is wrong with that? 

Mr. Vinson. It could be fixed by statute. Of course, his amount 
would be reduced considerably. He would buy that instead of other 
forms. 

Mr. Kitpay. The only thing that bothers me is the man may have 
a lot of creditors hanging on his neck that aren’t so generous as he is. 

Mr. Coxe. I think that is available in some of the public retirement 
systems. 

Captain Hoyt. No, Sir; there is a limit in all the public retirement 
systems that 1 know of. I don’t know them all, but I have studied 
a good many of them. And there isn’t a single one that I know of that 
allows more than two-thirds of the reduced annuity. 

Mr. Mintuer. Mr. Cole, aren’t you assuming—say, under this 
plan A, if he were to give her even a portion of $2,545, that would be 
deducted from his $6,000. But as it now stands, he would draw 
$5,090 during the period that he lives. Then she would continue to 
get $2,545 after he died; isn’t that right? 

Mr. Smarr. No, sir. 

Mr. Mitier. Oh, yes; it is. His deduction from his retirement 
pay is $910 a year. | 

Captain Horr. That is correct. You stated the case correctly, 
sir. 
Mr. Miuter. He gets $5,090 a year. When he dies, his widow 
continues to get $2,545. 

Captain Hoyt. That is correct. 

Mr. Mituer. Now, if you want to divide it so he could take care 
of her maybe while she was alive—suppose he wanted to give her 
$3,000 and then he took $3,000, there might not be a great discrepancy. 
But if you are going to follow this, where he could give her $2,545 
and continue to draw $5,059, then you would throw the thing out of 
the window as far as it being actuarially sound. 

You could write another section in here that would allow him 
perhaps to divide the $6,000 while they are alive. 
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Mr. Rivers. Don’t let’s write anything else. It is confusing 
enough. 

Captain Hoyr. Well, I would say that this plan as written today, 
when it comes to the deductions—the options are quite numerous 
and they cover pretty nearly every contingency and every type of 
family there is. 

Mr. Vinson. Let’s go to the next section, Mr. Chairman. 

Mr. Kitpay. Come back to it. 

Mr. Vinson. Wait a minute. For the record, let’s have the 
captain take a case, and apply it in the four elections. 

Take the case now of an officer who gets a retired pay of $5,000 or 
whatever is in your book, and go down each one and show for the 
record what the officer does if he takes the 1, 2, or 3 election. 

Tell us how much his wife gets. That is what I want to know. 

Captain Hoyvr. In the case of the first option. Option 1, provides 
for an annuity payable to or on behalf of his widow, the annuity to 
terminate upon her death or remarriage, whichever first occurs. In 
that case, the actuarial equivalent deducted runs for the man’s life- 
time. If his wife predeceases him, he continues to pay because he 
is supposed to have enough pay reduced, enough reduction in pay, 
taken to pay for the benefits which normally would have accrued to 
his widow, and as Mr. Johnson said earlier, there will be one who 
will die early and there will be another one who will live to be 99. 

On balance, the year group will average out. Now, in that case, 
in option (a), with the pay of $6,000, or option 1, the 

Mr. Coir. With the retired pay at $6,000. 

Captain Hoyr. A retired pay of $6,000, the officer age 55 and his 
wife 50—the reduction would be 15.2 percent. 

That is the reduction in retired pay. That would be on $910. The 
pay accruing to the survivor would be—the pay still accruing to the 
retired man would be $5,090 and at the time of his death the widow 
would receive $2,545 a year for the balance of her natural life or until 
she remarried. 

Now, option (b), with the same case, only a child of 10, if the officer, 
retired officer, elected to protect only that child, the deduction made 
would be 1.9 pe recent of his retired pay, or $111, and he would receive 
$5,889 for the balance of his life, and the child would receive $2,945 
until it reached its 18th birthday, died, or married. 

Option 3, which is what we call the family annuity, provides that a 
man may elect an annuity which will be payable either to his widow or 
to his minor children, as long as anyone of those types of beneficiaries 
is alive—in other words, that is a family annuity, wrapping it up 
in one package. In that case, this same officer would have to pay 
15.5 percent, or $930. He would receive $5,070 for the balance of his 
life, and upon his death his family, either his widow or his minor 
children, as long as anyone of those beneficiaries was eligible under the 
terms of death, remarriage, or minority, would receive $2,535 a year. 
That is slightly more expensive than the straight “A’’, because you 
have an extra life in there. 

Then you come to section 4. There is always a group of people who 
want to play it safe, and they will bet against the odds. So we have 
provided an — for those people. That option is that a man may 
take A, B, C, or 1, 2, 3, and in addition in the event his beneficiary 
predeceases him on the retired list, he is restored to full retired pay. 
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Now, in the case of a man who is married to a widow alone, that 
isn’t an awfully good bet. But there are people who like it and want 
to play it safe and there would be cases where the wife was older than 
the man and the man might say, ‘Well, now, I will pay for it.” 

It is perfectly possible, as long as he wants to pay the price, that 
this option would require. It wouldn’t cost the Government a thing. 
It just makes a nicer option for him. So that is what I have listed 
in the book as (d), which is option 4. And in the case of option 1 
and 4 combined, the reduction would be 16.9. The money reduction 
would be $1,014 a year. 

The money available to the officer would be $4,986 and the widow 
would receive $2,490 a year, instead of the $2,545 that she would 
receive under clear option 1. 

Now, the same is true to a lesser degree of B-D, and C-D. The 
chances of children predeceasing their parent in a case like this would 
be pretty low. But if you want, | will go right on down all the rest 
of them, Mr. Chairman. 

The CHatrMan. Go ahead. 

Captain Hoyr. All right. 

Then where they have a restoration privilege along with the child’s 
annuity, the deduction would be 4 percent, as against 1.9. 

Mr. Coie. Which subsection are reading now? 

Captain Hoyr. This would be subsection 4—section 4, subsection— 
I am now reading the annuities—on page 6, I am reading annuities 
that would be paid under 6, starting at line 18. 

Mr. Cour. Yes. 

The CHarrMan. Yes. 

Captain Hoyr. I am reading off the table, Mr. Cole, which prob- 
ablv is what misled you. 

The (2) annuity for the children would mean that the child would 
then receive $2,880 during its minority. 

The family annuity: The deduction would be 17.1 percent, or 
$1,027, the $4,973 and $2,486 to the family until the last beneficiary 
was off the rolls. 

Now, those comprise the four main options. They take care of the 
widow, they take care of the children, they take care of the family, 
and they provide restoration to full retired pay if the member so 
desires, when he has no longer a beneficiary. 

Mr. Cote. It never goes back to his full retired pay, does it? 

Captain Hoyr. Yes, sir. If his widow dies and he has only 
elected——— 

Mr. Coxe. Assuming at the time of retirement he elects to share? 

Captain Hoyr. That is correct. 

Mr. Corr. And thereby gets a reduced amount. 

Captain Hoyr. That is right. 

Mr. Cote. If subsequently the beneficiary, the person who might 
have shared, predeceases him, he can go back to his full retired pay. 

Captain Hoyr. If he elects this option 4. Now, he pays for it, 
Mr. Cole. 

Mr. Coin. How does he pay for it? 

Captain Hoyr. He pays for it because his reduction is markedly 
greater. 

Mr. Coir. Up to the time it is determined that his beneficiary 
predecease, by taking the reduced amount he is paying back for the 
amount and getting back the full amount. 
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Captain Hoyr. Right. Look on this table again. You will note 
that where he would pay without the restoration for a widow $910 
a year, in order to have that restoration he would pay $1,014. You 

see, it is $104 a year more. 

Mr. Jounson. Could I ask a question? 

The CHarrMan. Yes. 

Mr. Jonnson. Well, you say restored to the full pay. But he 
doesn’t get any back pay, does he, for the reduced amount? 

Captain Horr. No. 

Mr. Jounson. He just picks—— 

Captain Hoyr. Just picks up at the time. 

Mr. Jounson. And take the full amount. 

Captain Hoyr. Picks up from the time of the date of the wife’s 
death. 

The Cuairman. That is right. 

Captain Hoyr. Now, we have one other little section here, which 
is B under section 4. 

Where an active or retired member desires to provide more than one annuity, 
he may elect (1) and (2) of subsection (a) of this section, with or without the 
provisions of (4) thereof, but in no case may the combined amounts of the annuities 
exceed 50 percent of the amount of his retired or retirement pay. 

Now, that enables a man who has children, young children, to 
leave a quarter we will say to the children, and a quarter to his wife, 
so that the family have a fairly good-sized income, until the children 

reach an age at which thev can earn their own living, and then the girl 
can get on. That is another option. And of course, that is the 
cheapest option there is. 

Mr. Bennerr. There is a typographical error on line 3? 

Mr. Smarr. That is correct. 

Lines 2 and 3 are supe rimposed. 

Captain Hoyt. Lines 2 and 3 are transposed. 

Mr. Smarr. Inverted. 

Mr. Coxe. Will you explain to me wherein the percentages on 
page 5, line 20, of one-half and a quarter and an eighth—wherein, 
they enter into the picture? 

Captain Hoyr. Well, the limit that a man can leave is 50 percent 
of his reduced annuity. Now, if he wishes to, he doesn’t have to 
leave that much. 

Now, most of the plans only give him that one option. He must 
leave the 50 percent. 

Mr. Vinson. Now, Mr. Chairman 

Mr. Coxe. He is explaining something to me. 

Captain Hoyr. And we give him—because of the fact that many 
retired people said they think this is pretty expensive, we have said, 
“All right, we have to do on an actuarially sound basis, but we won’t 
make you take out quite as much as some of these other plans make 
you take out.’ 

So we say, “If vou only want to take out quarter you can do that.’ 

Mr. Corr. Now, this first illustration you gave us of this officer 
and his widow, where the officer would get $5,090 during his lifetime? 

Captain Hoyr. That is right. 

Mr. Cote. And upon his death the widow would get $2,545. 

Captain Hoyr. Meant that he was giving here the full 50 percent. 

Mr. Core. That is the full 50 percent. 
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Mr. Smart. That is right. 

Captain Hoyr. All the illustrations 

Mr. Smarr. So he might have provided here for an annuity at a 
lesser amount, and he would get a greater amount on his annuity. 

Captain Hoyr. That is correct. 

You can’t divide them exactly proportionately, but they run very 
close to proportion. 

In other words, if you divided these by half you wouldn’t be quite 
right, but you would be close enough for the sake of argument. 

Mr. Vinson. Mr. Chairman, I would like to ask one question for 
the record: An officer who has been court-martialled and dismissed 
from the service and because of the judgment rendered against him, 
forfeits all pay, retirement and everything: Nothing in this bill 
would apply to an officer who has been court-martialed and dismissed. 

Captain Hoyr. No, sir. 

The first condition of eligibility is that he must be in receipt of 
retired pay awarded him by his service for the services rendered. 

Mr. Vinson. I want to say this, Mr. Chairman. I am beginning to 
get this chart in my mind. I think this is an exceedingly fair approach. 

Now, for instance, I am going to put this in the record. An officer 
retires and gets $6,000 and he elects under one of these four plans— 
during his lifetime he and his wife would get $5,090 and at the end 
of his life his wife would get $2,545 for the balance of her life? 

Captain Hoyr. That is correct. 

Mr. Vinson. Now, it is a pretty good plan. 

Captain Hoyr. It will work out. 

Mr. Vinson. The only question in my mind: He almost eats the 
cake and has it, too. He doesn’t forfeit very much—only $110. 

Mr. Kitpay. $910. 

Mr. Vinson. $910. 

Mr. Cour. A year. 

Mr. Vinson. A year. 

The CHarrman. I think, Mr. Vinson, that it is not only a fair plan 
but a very generous one. 

Mr. Vinson. Of course. 

The CuatrmMan. The more you study it, the more you can see they 
worked it out on an actuarial basis. 

Mr. Vinson. That is right. 

Mr. Kixpay. I assume the $910 is what the actuaries say would be 
the premium to carry that plan. 

Captain Hoyr. That is right. 

Mr. Vinson. He bought insurance of $2,545 at that age for $910. 

Captain Hoyr. That is right. It is based on the fact that this 
maa—this man is drawing at 55—would draw $6,000 for a given 
number of years and his wife is 5 years younger and will live 5 years 
longer on the table here 

Mr. Vinson. How much insurance would he have to take to 
get that? 

Captain Hoyr. He would have to take out considerably over 
$40,000. 

Mr. Kiipay. Mr. Chairman? 

The CuarrmMan. Yes, Mr. Kilday. 

Mr. Kitpay. We have been using for the record the $6,000 a year 
man. 1 wouldn’t like to go on the floor with the record showing that 
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bracket. I would like to have worked out, not necessarily here orally, 
but put in the record—let’s take the typical master sergeant. 

Captain Hoyr. Say the master sergeant retires with $3,000 a year. 

Mr. Vinson. Thirty years of service. 

Captain Hoyr. $3,000 a year of retired pay. I will get into the 
record, Mr. Kilday, an actual figure. 

Mr. Kitpay. I think we should have the various grades in a table- 
not all of them, but just a typical case, such as you have here. This 
whole table should go in the record. 

The CHatrMan. You didn’t want to get only the high in retirement. 

Mr. Kiupay. That is the point. 

The CHarrMan. We want to make it easier— 

Captain Hoyr. Actually, if it was $3,000, all the figures I have given 
you would just be divided by two, I mean if were the same age. 

Now, the younger that a man is, who would be a master sergeant 
because your master sergeant as a rule retires younger than the 
officer—the younger he retires the less it is going to cost him. 

Mr. Vinson. That is right. 

Captain Hoyr. Because he is going to have longer to pay in before 
he dies. 


| If you will notice down in the column below there, with ages 45 and 
) 40, the deduction for the widow is only 11.4 percent as against the 15 
| percent it is for the man 55 with a widow of 50. If you go down to a 
| man aged 30, which is very young to retire, but we do have them for 


physical accidents, where planes wind up in a ball, and he had left a 
widow of 25, the reduction would be only 7 percent for the same option. 
Now, those percentages will be the same for any rate of pay and | will 
be delighted to prepare a table for the committee to show that. 

(The table is as follows:) 


Explanation of options 

| [Based on 1937 Standard Annuity Table at 3 percent and 100 percent American remarriage rates] 
| Option | Beneficiary Reduction in retired pay 
| Continues for life of retired member, 
Widow-children (family option) Do. 

1 and 4____ Widow Stops when there is no eligible beneficiary. 

2 and 4_. .| Children Do. 

3 and 4__........| Widow-children. Do. 


‘we 
| 
| 
— — 
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Reductions in annual retirement pay necessary to provide survivor with annuity of 
one-half of reduced pay 


| Survivor annuity of one-half 


Age | reduced pay 
| | | Option retired 
pay annuity to} Reduction | percent 
Man | Wik {Child | survivor | reduction 
| | 
| | | 
62; 57] 12 $7,500 | 1 ; $6, 139 | $3, 069 18.1 
erg 7, 357 3, 678 1.9 
| 3 6, 121 3, O61 18.4 
| | land 4 5, 947 2, 974 | 20.7 
} 2and 4 7, 167 3, 584 4.4 
3and 4 5, 951 2, 976 20.7 
| | land 2! 6, 748 3, 374 10.0 
55 50 10 6,000 | 5, 090 2, 545 15.2 
| S:. 5, 889 2, 945 | 1.9 
5, 070 15.5 
| } land 4 4, O86 2, 16.9 
2and 4 5, 760 | 3 4.0 
| 3 and 4 4, 973 2, | 17.1 
| land 2! 5, 489 745 | 8.5 
45 | 40 | 5 3, 500 | 1... | 3, 100 1, 550 | 11.4 
| | 2 3, 411 1,7 2.5 
| 3. 3, 069 1, 5 12.3 
land 4 3, O82 1,4 12.5 
2and 4 3, 357 1,6 . 4.1 
3 and 4 13.1 
land 2! 3, 255 1,6 7.0 
30; 25 0 2,000 | 1... 1, 859 { | 
} | 2. 1, 960 } 2.0 
| | | 3 1, 837 8.2 
| | land 4__ 1, 851 9 | 7.5 
| 2and 4 1, 934 3.3 
} | Sand 4 1, 829 | | 8.6 
| land 2! 1, 909 | 4.6 


' The combination of options 1 and 2 provides for annuities of one-fourth retired pay to widow and child 
separately. 


Mr. Kixupay. I would like to point out to kids that the Regular 
service is the finest career that I know, because he can go into it and 
at 18, out of high school, serve 30 years and retire on three fourths of 
his pay. I would like to have that man—say the 18-year-old boy who 
served 30 years, and retired. Not only would we then be able to 
point out to him what he got in his lifetime but the annuity for his 
family that he had bought, which probably a bank president couldn’t 
have done in the same period of time at the same age. 

Mr. Mitier. You mean the enlisted men. 

Mr. Yes. 

Mr. Mitier. You want it for enlisted men and not officers. 

Mr. Kinpay. Oh, yes. I mean the 18-year-old boy who went in as 
a private, behaved himself, and came out under the career, say, as 
the captain says, a master sergeant after 30 years of service when he 
was 45 years of age. 

Mr. Rivers. Put it as chief bos’n’s mate. 

Captain Hoyr. Call him pay grade 7. 

The Cuairman. The point is, Captain, give us all the assistance 
and help you can in making the career attractive to these young men 
to build up their morale. 

Captain Hoyt. That is right. 

The CuatrmMan. Give them some incentive. 

Captain Hoy. That is right. 

The CuarrMan. That is what Mr. Kilday wants to bring out. 

Captain Hoyr. It won’t be much effort to run that. 
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The Cuairman. Could we run through 

Captain Horr. Now, we get down to the last provision, which is 
section (¢) which is of any particular importance as far as the me- 
chanics of this act. 

The rest of it is administration and the normal legislative language 
that goes into every act. 

The reduction to be made in the retired pay of an active or retired member 
who has made an election under section 3 shall be computed by the uniformed 
service concerned in each individual case, as of the date of retirement in the case 
of an active member, and as of the date of election in the case of a retired 
member— 
that is a misprint. 

Mr. Vinson. How many additional personnel are you going to have 
on account of section (¢)? 

Captain Hoyt. Mr. Cole’s amendment would require this to be 

written anyway: 
and by an actuarial-equivalent method using as a basis appropriate actuarial 
tables selected by the Board of Actuaries designated in section 8 and an interest 
rate of 3 percent per annum. 
Now, that word “actuarial equivalent’ scares everybody to death. 
What it means is that you take a table and a rate of interest and 
vou take the expectancy of life of the individual and you take the 
expectancy of life of the beneficiary, and then there is a slightly com- 
plicated formula in which you put them together so that you reduce 
the value of the retired pay to the individual by the amount of the 
value, of the insurance value of the retired pay to his beneficiary and 
the two together add up to exactly the same thing as the man 
would get himself. 

This chart will show that. The left-hand column is our 62/57, 
gentleman. That is what the Government would pey him over his 
lifetime, as it is now paying him under existing law. They are paying 
him that red column. That is the insurance value of his estate. 

Under this bill, they would pay this value to him during his lifetime, 
and this amount to his widow. You see the line runs across here 
exactly the same. 

Now, these equivalents were worked out on a specific table. I can’t 
say that they would be 100 percent accurate if the actuaries decided 
to use another table. But the principle would be the same. The 
money paid out in retirement benefits would be the same whether the 
man took it all himself or whether he elected to give it to his wife. 

Now, you will notice as you get younger that the deduction gets 
less. There are two reasons for that. One is the man himself has 
a greater expectancy of life under which to draw the reduced retired 
pay and the other one is that remarriage in case he does die, is much 
more effective on the younger girls than it is on old ones. ‘That is 
all than an actuarial equivalent means. It is just as simple as that. 

Mr. Vinson. Mr. Chairman, may I| ask a question? 

The CHarrMan. Yes. 

Mr. Vinson. It is a little digression. 

To administer this bill by each one of the departments, how many 
increased personnel do you estimate it will take? 

Captain Hoyr. That is—— 

Mr. Vinson. Every individual has to be dealt with separately. 


one 
| 
act 
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Captain Hoyr. Let me say this, Mr. Vinson. Because of current 
size of the present retired list, if this bill were applicable merely to the 
people retiring now, | don’t think you would have to put anybodyon, 
But you are going to have to pick up this entire retired list. 

Mr. Vinson. That is right. 

Captain Hoyr. And that is going to cost money in the first year or 
two; | would say about four clerks. 

Mr. Vinson. About four clerks. 

Captain Hoyr. In the Navy. 

Mr. Vinson. And then by just four additional clerks to handle the 
figuring out of al! the retired officers—— 

Captain Hoyr. We have— 

Mr. Vinson. Of course, every retired officer is going to come under 
this probably, or a large percent of them will come in. 

Captain Hoyr. Mr. Vinson, we have the people in the service 
today working for us that can do the figuring. 

Mr. Vinson. Well, that is good news. But I hope you won't 
be as far off as Admiral Sherman was. Admiral Sherman testified 
before the expenditures committee, when they were going to create 
the Department of Defense, he thought it would be administered 
by not exceeding 100. Today, it is about 2,800, and 800 officers. 

Now, you tell us, to administer this law as far as the Navy is con- 
cerned, there are only going to be four. 

That is all right. Now, you had an opportunity to fix the figures. 
So vou put it at four. 

Captain Hoyr. I will say this much, Mr. Vinson. 

Mr. Vinson. So—— 

Captain Hoyt. It will also take some money on this first caleula- 
tion of tables, but that will be IBM money. In other words, we will 
run our IBM machines which we now have. But the permanent 
personnel——- 

Mr. Vinson. Don’t you think, Mr. Chairman, when you advise 
the House that the committee has been informed that it will only 
take four additional clerks in the Navy Department to administer this 
law, that they are liable to give us the horselaugh? 

But nevertheless, we will tell them. 

The CuHatrMan. Well, the Chair would like to say that the House 
is in session. The Chair has just been informed they want members 
on the floor. Obviously, we can’t complete this bill this morning. 
So the committee will stand recessed until Tuesday morning at 10 
o’clock, when we will resume consideration of this bill. 

(Whereupon, at 11:30 a. m., a recess was taken, the committee 
to reconvene at 10 a. m., of Tuesday, May 26, 1953.) 


Housp or REPRESENTATIVES, 
COMMITTEE ON ARMED SERVICES, 
_ Washington, D. C. Tuesday, May 26, 1958. 
The committee met at 10 o’clock, a. m., the Honorable Dewey 
Short, chairman of the committee, presiding. 
The CHarrmMan. The committee will be in order. 
The Chair wants to advise the House meets at 11 this morning as 
it has each day we have had these hearings, Captain. It seems we 
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are being cheated a little. In the 3 days we have held hearings the 
House has met at 11 o’clock and robbed us of an hour. 

I think perhaps we should proceed with the bill. 

Mr. Smart. Mr. Chairman, before you proceed, the committee will 
recall that there was some controversy within the committee last week 
as to whether or not it was feasible from an actuarial standpoint to 
delay the time of election as late as 3 years before retirement. There 
was also a question raised as to whether or not it would be feasible 
to permit the retired officer to elect to give as much as 100 percent 
of his reduced retired pay to his beneficiary. Since the last meeting, 
I have had further discussions with Captain Hoyt and we have brought 
in, as an expert adviser for the committee, Mr. Robert Myers, who 
sits at the witness table now. He is chief actuary of the Social 
Security Administration. He is a member of the board of governors 
of the Society of Actuaries. He is an expert. He is aware of the 
various points that were raised within the committee last week and 
after a brief résumé of those points by Captain Hoyt, I am confident 
he is prepared to answer any questions which the committee members 
may have. 

The CHatrmMan. Thank you very much for your statement. I 
might say that we welcome you, sir, here, because this is a very complex 
and difficult question, which the ordinary layman finds it very difficult 
to understand. 

Captain Hoyt, where were you when we recessed? 

Captain Hoyr. Before starting, with your permission, I would like 
to read this short statement. 

The CHatrMAN. We asked you and our counsel, and I think Mr. 
Cole and Mr. Kilday, to go over the section that was in question and 
if you could enlighten us on your conclusions, it would be helpful. 

Captain Hoyr. Well, I have a short statement here which is a little 
wider in scope than that, but will only take a minute to read. I think 
it might help to clarify the record and more fully explain the principles 
on which H. R. 5304 is based. 

The Proceed. 

Captain Hoyr. H. R. 2521, the original bill sponsored by Mr. Cole 
was drafted with two objectives in mind. First, that the benefits 
granted to survivors of military personnel in a retired status would not 
cost the Government more in retirement benefits than those granted 
to the individual under provisions of existing law. Second, to provide 
as much flexibility in the choice of options to the individual member as 
would be possible within this framework. 

The actuarial equivalent method was selected as the only feasibl > 
method to meet the two conditions listed above. The actuarial 
equivalent method merely means that the deductions made from the 
retired pay of the member will be on the average sufficient to pay the 
benefits accruing to the survivor of a retired member. To make these 
deductions, appropriate mortality and remarriage tables are selected 
and the calculation is made in each individual case. 

When elections or options are granted an individual, however, 
safeguards beyond the purely mathematical calculations involved 
are essential. Any individual will naturally do his best to select out 
of several options granted, the one which is most advantageous to him. 
This is technically known as adverse selection. 
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The experience of insurance companies with various types of 
optional settlement has indicated that this is a real source of excess 
cost. The best method of protection against this type of loss is to 
provide that the elections under any plan must be made at a point of 
time considerably in advance of the date on which the member may 
retire. Asa result, in civilian retirement plans the common practice 
is to require that the election by an individual who is to be retired 
is made between 3 and 5 years before the date of his retirement. 
This method is feasible in any retirement plan where retirement for 
the whole group is at a fixed age, for example, 65. 

In the military, however, retirement takes place at various intervals 
throughout the career rather than at a fixed age. The promotior 
laws logically require forced attritions with resulting retirements. 
Retirement benefits for physical disability also become vested after 20 
years of service. Asa result, it is not feasible to measure a preelection 
period back from the date of retirement, as is done in civilian life. 
It must rather be measured in relation to the date at which retire- 
ment rights become vested. It was for this reason that the 18-year 
point was selected as the date for election and written into H. R. 2521. 
This is a point 2 years before retirement can become a vested right. 
This provision, as stated in Admiral Holloway’s testimony before the 
committee, was reviewed by the acturial committee of the Life 
Insurance Association of America and was approved as acturially 
sound by this group. 

If it were possible to do so, it would obviously be more desirable 
from the standpoint of service personnel to extend the privilege of 
election to a fixed date before retirement. This would have certain 
advantages, but in view of the variations in the military retirement 
system, seems to be beyond the realms of possibility. 

The services have given the amendment proposed by Mr. Cole, 
namely, an election made 3 years prior to retirement, the fullest 
consideration. For the reasons stated above, however, it does not 
appear to be a workable solution because of the lack of a definite 
retirement date in the majority of cases. Such a situation makes 
the actuarial calculation impossible. 

| believe, if 1 may break off here, there is a letter from the Life 
Insurance Association reiterating its endorsement of the principles 
and actuarial provisions set forth in H. R. 2521. 

Mr. Smarr. I have such a letter and if the committee has no 
objection | offer it for the record. 

The CHarrMAN. Yes, without objection. 

(The information is as follows: ) 


AMERICAN LIFE CONVENTION—LIFE INSURANCE ASSOCIATION OF AMERICA 


Wasuineton, D. C., May 21, 1958. 
Hon. Dewey Sxort, 
Chairman of the House Committee on Armed Services, 
House of Representatives, Washington, D. C. 

My Dear Mr. Snort: Last fall, at the request of the Defense Department, 
H. R. 8426, 82d Congress, entitled, ‘‘A bill to permit retired members of the 
Armed Forces to provide annuities for their survivors, and for other purposes,” 
was examined by actuaries within the life insurance business. Their examina- 
tion was directed to technical considerations designed to insure that the cost 
of the options provided would be on a basis roughly equivalent to the value of 
the serviceman’s retirement pay. 

As a result of their study of the bill, a number of suggestions were made for 
technical improvements in the proposed legislation. Many of these were adopted 
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and embodied in a new bill, H. R. 2521, introduced by Representative Cole on 
February 3, 1953. 

At the time that the suggestions for technical improvements were made, the 
Defense Department was also informed that the broad general principle of the 
legislation, whereby the value of a serviceman’s retirement annuity could be 
applied to the purchase of various forms of survivorship annuities on a sound 
actuarial basis, was not objectionable to the life insurance business. 

We have now been furnished copies of a revised committee print of H. R 
2521, dated May 16, 1953. As you know, several new provisions involving 
actuarial considerations have been incorporated in this latest version of the bill 
In this category we note particularly sections 4 (a) and (d), at pages 17 and 19 
of the revised print. As requested, we have again submitted the bill to our 
actuaries for a study of the effect of these new provisions. We hope to be able 
to communicate the results of their further examination to this committee and 
to the Defense Department within the very near future 

Until their report is received, we must, of course, withhold comment on those 
technical aspects of the bill which are affected by the changes. In the meantime, 
however, we believe it is appropriate to reaffirm our previous position with re- 
spect to the general purpose of this legislation as indicated above 

Sincerely, 
AMERICAN LIFE CONVENTION, 
Ropert L. Hoce, 
Executive Vice President and General Counsel. 
Lire INSURANCE ASSOCIATION OF AMERICA, 
EUGENE M. Tuorg®, 
General Counsel. 

Captain Hoyr. Now, H. R. 5304 has departed from the language 
of H. R. 2521 as follows: 

(a) It has included the other uniformed services, namely, the 
Public Health Service and Coast and Geodetic Survey. 

(b) It has made eligible for coverage those individuals who have 
been and will be retired under section 302, of the Servicemen’s Read- 
justment Act of 1944, as amended. 

(c) It has provided for the coverage of the mentally incompetent. 

(d) It has provided for the coverage of the temporary disability 
retired list and for an equitable settlement for this class of personnel 
when either severed from the service or returned to duty. 

(e) It has attempted to modify the rigid early election provided in 
H. R. 2521. 

Provisions (a), (b), and (e) above will not affect the actuarial 
provisions of the bill at all. 

Provision (d), that is to say the way the temporary disability 
retired list is handled, might be slightly unusual from a purely actuar- 
ial standpoint, but it is difficult to see how it can be avoided. The 
individual refunds in most cases would be insignificant and the total 
absolute amount would be small. 

As regards provision (e) the language of H. R. 5304 sets the election 
date at the same 18-vear point as provided in H. R. 2521. It, however, 
further provides for modification or revocation at any time prior to 
retirement, but such modification or revocation shall not be effective 
if the member retires within 5 years of the date of such modification 
or revocation. If, however, the member revokes an election, there- 
after, he may not be covered in any way under the act. 

It is not believed that this liberalization will have any deleterious 
actuarial effects. On the contrary it is felt that it will attract greater 
participation in the plan, with resulting beneficial results. 

] may say that IT have consulted with the representatives of the 
Life Insurance Association and they have no, and have advanced no, 
objection to the changes from 2521 which are incorporated in 5304. 
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In other words, their letter which they have written in support of 
2521 will stand. 

Mr. Coie. What objections would they have to a 3-year period? 

Captain Hoyr. The only objection to it is that we can’t work it 
backward, Mr. Cole. We don’t know when a man is going to retire. 

Mr. Cour. He does. 

Captain Hoyr. No, sir; he does not. 

Mr. Well—— 

Captain Hoyr. He may know when he is going to voluntarily 
retire, but he don’t know when he is going to be passed over. 

Mr. Coie. He knows within a period of 5 years. 

Captain Hoyr. He will know within a period of 5 years. 

Mr. Coin. And your experts say he has to exercise the option 20 
years before he retires, in your system. Well, within 18 years of 
service. 

Captain Hoyr. Well, he makes an original election. This bill 
gives him a 5-year option, within 5 years of his retirement. 

Mr. Core. Of course, that much is better than what they have now. 
But to me it is ridiculous to require a man to select an option 10, 
15 years before his retirement, when he doesn’t have any idea what 
his situation is going to be. 

Captain Hoyr. Well, that is the reason we wrote in this sentence 
in the act that begins on line 7, page 4. There will be changes in 
a man’s situation. I mean mathematically 

Mr. Vinson. Mr. Chairman. In my judgment that should be 
restricted, also. He shouldn’t make the election and change it unless 
the situation of his beneficiary is changed. He shouldn’t, in other 
words, just have the privilege, today make an election and tomorrow 
make one and keep changing it. But if the conditions of the bene- 
ficiary—death or anything of that character takes place—he should 
have the right to make an election. But having once made the elec- 
tion, he should be bound by it, unless the beneficiary situation changes. 
I think this language should be restricted. It is a little bit too broad. 

Mr. Rivers. Well, now, this bill, Mr. Chairman, makes it 5 years, 
this new one? 

Captain Hoyv. Yes, sir; that is correct. 

Mr. Cote. How many times can he change it? 

Captain Hoyr. According to the language of the bill, he can change 
as often as he wants to. He can only revoke once. 

Mr. Cour. Can he change it as often as he wants to? 

Captain Hoyr. As often as he wants to. 

Mr. Vinson. Every day. 

Captain Hoyr. But whatever change he makes won’t take effect 
if he retires within 5 years of making that change. 

Mr. Vinson. Here is what the language says, Mr. Cole. 

The term of election may be modified or revoked by a member at any time prior 
to his retirement, but any modification or revocation so made shall not be effective 
if he retires within 5 years after the date it is made. 

Mr. Rivers. That is page 4. 

Mr. Corr. That is not exactly clear, whether he is limited to one 
change at any time during the period or whether he can make as 
many changes from time to time as he may want to. It is not exactly 
clear. 
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Captain Hoyr. The way I read it he could make as many modifica- 
tions as he chooses, with the understanding that they would not take 
effect if he retired within 5 years. 

The Cuarrman. That is it. 

Captain Hoyr. But if he revokes once, he is out. 

Mr. Kirpay. Mr. Chairman, doesn’t that mean that only the 
election which is 5 years or more old at the time of retirement will be 
the effective one? 

Captain Hoyr. That is correct. 

Mr. Kitpay. He might have 20 in there? 

Captain Hoyv. That is right. 

Mr. Kiipay. But the one—the last one, which is 5 or more years 
old, would be effective. 

Mr. Smarr. That is right. 

Captain Hoyr. That is correct. 

Mr. Vinson. Mr. Chairman, in view of what the captain said and 
in view of discussing this matter the other day with Mr. Smart and 
others, I think we better get back where we originally were in this 
bill. Because it may not be sound to proceed upon the line we were 
thinking about the other day. So instead of making it 20 years or 
21 years, let it stand at 18, as provided in this bill now. 

Captain Hoyv. The 18 years was picked because it is 2 years before 
retirement rights become vested. That is particularly true of enlisted 
men. An enlisted man does not have to reenlist after 20 years. In 
the Navy he may go to the Fleet Reserve. 

The Cuarrman. Mr. Myers, would you have any comment on 
this particular point? 

Mr. Myers. Yes, Mr. Chairman. 

I believe that the provision in H. R. 5304 is a very reasonable one. 
In private retirement systems, where the retirement age is customarily 
known, such as a minimum of 65, a definite 5-year provision will 
work. Here, as Captain Hoyt has said, the situation is somewhat 
different. And yet with this provision for a modification or revocation 
within 5 years, in effect, the members of the military service who 
are covered by this bill would have essentially the same basis as in 
private retirement systems. 

In other words, if the man made his election before 18 years of 
service, then he would in effect thereafter have this 5-year option. 

Now, it is possible that this may be somewhat restrictive and as 
experience develops perhaps you could become more liberal. But 
in the beginning of any system of insurance like this, of granting joint 
and survivor annuity options, I think it is very necessary to be some- 
what on the conservative side, because once you become too liberal, 
it is very difficult to go back. In fact, you would enter into a vicious 
circle. For instance, if provisions were too liberal to start with, and 
then you tried to tighten up, you would find from an actuarial stand- 
point that the better risks would then no longer join the system and 
the poorer risks would enter it. 

Therefore, your experience would get worse. 

Now, you would tighten more and your experience would even get 
worse, and so forth, until finally it would snowball to such an extent 
that only the very poorest risks would use the system. The great 
majority of the people would no longer have the advantages of what 
started off to be an actuarial equivalent system for the equal benefit 
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of both the members who are participating and the organization run- 
ning the system. 

Mr. Vinson. Well, may I ask him a question? 

The CHarrMan. Yes. 

Mr. Vinson. You think the language on page 4, line 7, is restrictive 
enough? 

Mr. Myers. Yes, sir. I believe it is restrictive enough to be on a 
good actuarial basis. It is conceivable that you could be somewhat 
more strict. On the other hand, experience might demonstrate in 
the future that you can ease up a little bit. But I think that this is a 

very good basis to start out with. 

The Cuarrman. Mr. Smart, what do you think? 

Mr. Smarr. I would like to ask Mr. Myers: 

Wasn’t there some actual experience with a situation of this kind 
under the Railroad Retirement Act? 

Mr. Myers. Yes, Mr. Smart, there was. In connection with the 
original Railroad Retirement Act, there was a provision for a joint 
and survivor annuity option which was to be on an actuarial equiva- 
lent basis. Originally, that option was on a rather loose basis, or 
what you might say was a rather liberal basis, and the people could 
take it without any advance election. 

The mortality experience was very high. The actual mortality 
ran 88 percent more than the expected mortality. 

Then, this provision was tightened up somewhat and the excess 
mortality was reduced somewhat, to only 30 percent excess. But 
at the same time, the option began to be used less and less. So after a 
few years, something less than 2 percent of the retiring employees were 
actually taking the option. Since it was of so little use, eventually 
this provision has been dropped out of the Railroad Retirement Act. 

Another point is that under the original Railroad Retirement Act 
of 1935, when these options were first permitted, disability annuitants 
could elect the option when they became disabled and retired. The 
mortality on that was a rather phenomenal height of being 7.5 times 
what would be expected by the actuarial tables. 

In other words, this very high mortality meant a cost to the system 
which was not anticipated in advance. 

Mr. Kitpay. That was election upon retirement? 

Mr. Myers. That was election upon retirement. 

Another feature of this experience, if I might give it, is the experience 
according to which optior was allowed. They had three options: One 
of which would permit the widow to receive the full reduced annuity. 
Another option was three-fourths. The third option was a half, which 
is the highest amount permitted in H. R. 5304 and which to my mind 
is a reasonable amount for a man to leave his w idow. 

But it was found in the railroad-retirement experience that in the 
options where the widow received the full amount or the three-fourths 
amount—very few people took these—mortality was 75 percent higher 
than the normal mortality, whereas, the large group of people who 
took the more normal option of a half for the surviv ing widow had 
practically normal mortality, only 2 percent above, which of course 
is a negligible amount. 

Mr. Vinson. Mr. Chairman, in view of the statement of the wit- 
nesses this morning, it looks to me we had better approve what is 
written in the bill and proceed with consideration of the administra- 


tive features of the bill, which is the only thing left to consider. T 
don’t think we can make any improvement on the language that is 
already in the bill. 

Mr. Cote. Well, except I would like to inquire of the witness what 
objection there might be from the professional experts who are writing 
the legislation for us to permit the wife to have the entire reduced 
annuity—add another right of election in which the officer would have 
the option to give his widow the entire reduced annuity and during 
his lifetime he would draw nothing. 

Mr. Myers. Well, Mr. Cole, from a theoretical mathematical stand- 
point, these options could be computed. However, there is the prac- 
tical difficulty such as in this railroad-retirement experience, that 
where the survivor benefit is such a large amount, relatively few 
people use it, and the ones who do so seem to have the knack of 
selecting against the fund—in other words, they are individuals who 
are subject to very high mortality. What you would have in a pro- 
posal like that is that all the disability retirements would, of course, 
try to take this higher option, and [ believe that the fund would suffer 
some financial loss thereby. 

Mr. Cote. Couldn’t that loss be compensated by a _ reduced 
annuity? 

Mr. Myers. Well, of course, the difficulty is that if the reduction 
is computed on the basis of both the man and the wife, being healthy 
individuals, the reduction would be rather sharp. 

So it wouldn’t be very appealing to most people. In addition, if 
you attempted to take into account the fact that the men who would 
take that option were unhealthy lives, the reduction would be even 
more, and that would start this snowballing process that I described 
previously. 

Where the reduction is very sharp, say, as high as 50 percent, prac- 
tically nobody would take that option except the fellow that knew 
he was going to die perhaps in a couple of months. The more severe 
you attempted to make these factors, the worse your experience would 
get, until finallv it would appeal to practically nobody except the 
man who is on death’s door. 

Mr. Rivers. May I ask him a question at that point? 

The CHatrman. Mr. Kilday. 

Mr. Kixpay. I just wanted to ask Mr. Myers, while we have him 
here, because he is actually the only actuary who testified, if the bill 
reflects a sound plan actuarially as a whole. 

Mr. Myers. Yes, sir; I believe the bill is as sound an actuarial ap- 
proach as you could obtain to providing joint and survivor annuities 
for the military pension system. 

I would not state either one way or the other that the system will 
be exactly self-supporting. As experience develops, you might find 
that the table selected gives in effect a profit to the fund or it might 
involve a loss. It is difficult to say in advance of the actual mortality 
experience. From what I have seen of the data on the military pen- 
sioners, their mortality appears to be very low. In other words, that 
is very favorable to the proposed joint and survivor annuity system. 
So perhaps the actuarial tables that are developed might be too con- 
servative, or they might be too liberal, but there shouldn’t be any 
great swing one way or the other. 

Mr. Kixnpay. Of course, you start with the group that upon reaching 
maturity was in perfect physical condition, with this group. But are 
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the factors of safety here sufficient in favor of the fund to justify its 
enactment from an actuarial standpoint? 

Mr. Myers. Yes;I believe so. I believe that proper and reasonable 
tables can be selected so that the system will be very close to being 
self-supporting and that adjustments can be made from time to time 
so that the system will have no cost effect to the Government. 

Mr. Kinpay. In other words, it could be reasonably assumed that 
under the plan set out in this bill, you can have that type of survivor 
benefit at no more cost to the Government than the present retirement 
systems? 

Mr. Myers. Yes, sir. 

Mr. Vinson. You are positive about that? 

The CHarrMan. Well, he can’t be positive. 

Mr. Vinson. Well, that is the selling point of the bill to the House, 
that it is going to be self-supporting, and I want the witness to be as 
strong in that as he possibly could. 

Mr. Kriupay. I don’t think he can be more than reasonably and 
morally sure. 

Mr. Mysrs. I think with the selection of appropriate actuarial 
tables there would be just as much chance that the system would 
yield a profit, as it were, to the Government, as that it would yield 
any extra cost. 

No actuary can predict exactly what will happen. The net-cost 
effect must fall on one side or the other. But with proper actuarial 
tables, it should tend to come quite close to the mark. 

The CHatrman, It is a well-balanced program. 

Mr. Myers. Yes, sir. 

The Cuairman. Of course, we will have to learn through experience. 

Mr. Myurs. Yes, sir. 

Mr. Barus. And you could make adjustments later on which would 
make it self-supporting, if that was necessary. 

Mr. Myers. Yes; that power is in the bill for the Board of Actuaries 
to select and to change from time to time the tables as is appropriate. 

Mr. Jounson. Could I ask a question, Mr. Chairman——— 

Mr. Vinson. Wait 1 minute, Mr. Chairman. 

The CuarrMAN. Wait just a second. 

Mr. Rivers. 

Mr. Rivers. I wanted to inquire from Mr. Myers about the change 
in the physical condition of the beneficiary. What is a safe date to 
allow revision in the election? 

Mr. Myers. In other words, if that is in regard to the 5-year 
provision 

Mr. Rivers. That is right. 

Mr. Myers. Well, if somebody in the Armed Forces having at some 
time made this election—finds that his wife is in very bad health—he 
can make an election which if he retires after 5 years from then would 
cut his wife off as a survivor beneficiary. 

In other words, if he saw she was going to be in bad health, that is. 
Of course, I am sure you understand, Mr. Rivers, that if the wife dies 
before the man retires the election is off completely. 

Mr. Rivers. That is right. 

Mr. Myers. But where a man may perhaps be disadvantaged is 
that if he retires and his wife is not in good health, it is possible that 
he would have been better off if he had elected out against her. 
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But those sort of things balance out here. 

Mr. Rivers. He is caught in that unpredicted contingency. 

Mr. Myers. Yes. 

Mr. Rivers. And the 5 years is based on experience to take care 
of all cases, across the board, and work it out on a percentagewise 
basis toward the solvency of the fund; is that right? 

Mr. Myers. Yes, sir. Just as in reverse, if he is disabled, he re- 
ceives the advantage of furnishing good survivor protection for his 
wife in comparison with what it costs him, as against if he was in good 
health. 

Mr. Rivers. I see. 

Mr. Myers. It is insurance. The one is balancing out against the 
other, and the man receives a square deal. 

Mr. Rivers. I understand. 

The Cuarrman. Mr. Johnson. 

Mr. Jonnson. As I understand your testimony, you based a good 
part of it on the very odd and distorted experience of the railroad work- 
ers. Now is there any—Do you think the experience shown in that 
case where most of the men that come under it were engaged in physi- 
cal labor most of their life would be more pronounced in its deviations 
than would be the case with men who lived a sort of sedentary life 
most of their time, as the military do? 

The Cuarrman. High compliment. 

Mr. Myers. Mr. Johnson, I think you have a good point there. I 
was just citing this as an example. There are of course differences 
between the two groups. But in general, as to the experience when 
private pension plans are set up, actuaries have generally advised 
there should be a 5-year waiting period, so there are not too many ex- 
amples like this where things turned out wrong. 

Mr. Jounson. Is the experience of the type of work that military 
men do one conducive of a longer life? 

Mr. Kinpay. If he doesn’t get killed. 

Mr. Jounson. What does experience show about that? In other 
words, I took your argument to mean that it would make the system 
more sound in the military than it would in the railroad retirement. 

Mr. Myers. I think that that is quite possible, that normally the 
type of men that are in military service would have lower mortality 
perhaps than railroad workers. But I think the same situation would 
hold true, but perhaps to not as great an extent, as showed up in the 
railroad retirement experience. I was just citing this as what would 
happen if in effect people could elect these options when they retire, 
as compared with when more restrictive conditions are put in. 

As the railroad retirement experience showed, when more restrictive 
conditions were put in, mortality more closely approached the standard 
mortality. 

Mr. Jounson. Then to repeat what Mr. Kilday brought out, 
in your opinion, the way we have the bill now, it is going to be sound? 
That is your judgment? 

Mr. Myers. Yes, sir. 

The CHarrMAN. Captain Hoyt, I think you got down to section 5, 
on page 8. The remainder of the bill is administrative. If we can 
go through with it, we perhaps will be able to finish it before the 
House meets at 11. 

Mr. Bares. One point. 
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The CHarrman. Mr. Bates. 

Mr. Bares. Captain Hoyt, in the event the wife should die during 
that 5-year period, is there a provision in the bill whereby he can 
change his option? 

Captain Hoyr. Under the language of the law, he can change his 
option, as I understand it, any time within 5 years of his retirement. 
If a wife dies before he retires, Mr. Bates, and he has elected to cover 
only his wife, he will pay nothing because the law provides that the 
deduction will be made on the basis of the wife living at the time of 
his retirement. 

In other words, you can’t reduce a man’s pay by an actuarial 
equivalent of a nonexistent beneficiary. 

Mr. Barns. In other words, if the wife should die during that 5- 
year period, then he would get ‘all the benefits due to him? 

Captain Hoyr. That is correct, sir. 

Mr. Barus. And he would have the option of collecting all of those? 

Captain Hoyr. That is correct, sir. 

Mr. Bares. Which in fact he would do? 

Captain Hoyr. That is correct. 

Section 5, [Reading:] 

A retired member of a uniformed service who has made the election specified in 
section 3 shall, during any period in which he is not receiving retired pay, deposit 
with the United States Treasury the amount which would have been withheld 
from his retired pay had he been receiving that pay. 

That is merely to provide for the man who is not drawing his retired 
pay because he is either under the Dual Compensation Act or is 
receiving veterans’ benefits in preference to retired pay, or when he is 
on active duty and keeps his option up. Otherwise, the option would 
have to lapse, if he wasn’t paying in. 

Section 6 

Mr. Bares. Mr. Chairman. 

The CHarrMan. Mr. Bates. 

Mr. Bares. If a retired officer who had given an option, we will say 
to his wife 

Captain Hoyr. Yes. 

Mr. Bares. If he works for the Federal Government or goes back 
on active duty, under either circumstances the whole fund would be 
off until such time as he would revert back to an inactive status? 

Captain Hoyr. No, sir. He will keep on putting in his retired 
deduction. 

Mr. Bares. Yes; but there are no collections on his part nor on the 
part of his wife during that period. That is my question. 

Captain Hoyr. Oh, no 

Mr. Van Zanpt. Mr. Chairman. 

The CHarrman. Mr. Van Zandt. 

Mr. Van Zanpt. Captain, could he elect that the Government 
deduct from his pay, should he be employed on the payrolls of the 
Government as a retired man? 

Captain Hoyr. There are certain circumstances under which 
he could be employed, Mr. Van Zandt, and then they could deduct 
it from his pay. But in general, it would be simpler for him to make 
the deposit himself rather than to get one department’s permissior 
to deduct from another department’s pay. 

Section 6. [Reading:]} 
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Determination and certification of eligibility for, and payment of, annuities 
payable under this act and any other payments or refunds authorized shall be 
made by the department concerned, except that payments for departments other 
than the military departments shall be made through the disbursing facilities 
of the Treasury Department. 

That first sentence merely says that the services themselves who 
have the records of the retired people will continue to pay them, and 
because the Coast Guard —— 

The Cuatrman. The Coast and Geodetic Survey. 

Captain Hoyr. And the Coast and Geodetic Survey, has no dis- 
bursing departmeut, so they will pay through the Treasury Depart- 
ment. 

Mr. Vinson. Mr. Chairman, may I ask him one question? Does 
this mean the termination of the departments are final and conclusive 
and settles it or does it mean it can be reviewed by the Comptroller? 

Captain Hoyr. I have not read that sentence. 

Mr. Vinson. What? 

Captain Hoyr. | stopped, sir, at Treasury Department. I was 
going to read this second sentence separately because I think it is 
important. 

Determinations, certifications, refunds, and payments under this act shall not 
be subject to review by any administrative or accounting officer of the Govern- 
ment. 

Now that is language which has been creeping into many bills 
lately. The reason it was included in here was because as far as 
determination and certification is concerned, the only people who 
would know would be the department concerned. I don’t believe 
that this provision would prevent the audit of any payments made ‘ 
under any circumstances by the Comptroller General. I don’t 
believe so. 

Mr. Harpy. Mr. Chairman, that provision has a good many 
desirable features, I mean a good many desirable aspects. On the 
other hand, I don’t know whether it goes as far as a similar provision 
vesting the complete authority in the Administrator of Veterans’ 
Administration, because that one has gotten us into some trouble. 

Captain Hoyt. Well, this is a matter of policy in which I don’t 
think we care to get involved in an argument. 

In general, I don’t see how, under existing law, the Comptroller 
General can be estopped from auditing the books of any—— 

Mr. Vinson. Of course, he is not stopped from auditing it. That 
is his function. His function is to audit, and not to reach policy 
decisions. 

Captain Hoyt. That is right. That is what this is an attempt to do. ~~ 

Mr. Vinson. And the trouble is he keeps getting beyond and 
getting into reaching decisions, which are matters that shoud be 
controlled by the departments. 

Mr. Harpy. I think we have a little distinction there: The question 
between policy decisions and legal decisions. 

Mr. Vinson. Well, legal decisions. 

Mr. Kirupay. Mr. Chairman, I would like to inquire whether a 
change here would do violence to it, if you say, ‘Determination and 
certification under this act shall not be subject to review by an 
administrative or accounting officer of the Government’ and not 
exempt refunds and payments? 
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Captain Hoyr. I think that would serve the purpose—— 

Mr. Harpy. I think that improves it. 

Mr. Kitpay. The determination as to whether he is entitled to it 
and the certification therefor shall not be subject to review. ‘Those 
are policy matters. 

The CuarrmMan. But he should review refunds and payments. 

Mr. Harpy. That I think will take care of my objection. 

The Cuarrman. I think it will strengthen the bill. 

Captain Hoyr. I think it will help the bill. 

Mr. Bares. Mr. Chairman, unless he inspects the certificates 
on these things, it is impossible to come to a decision on refunds and 
payments. 

Mr. Kinpay. If he gets the certificates, that is as far back as he 
goes. He doesn’t determine retirement. 

Mr. Bares. That is true. If he gets a certificate and he doesn’t 
find that properly made out, that might be the whole basis 

Mr. Kixpay. I think this should be borne in mind, Mr. Chairman. 
If we are correct in our assumption that this is going to cost no more 
than the present retired pay, we need not worry about payments and 
refunds—I mean the balance of it, because it is all the same amount 
of money that is going to be paid anyway. 

Now the Comptroller General could not go back to determine 
whether the Retiring Board should have retired him in the first 
7 aoe But he would take the order retiring and proceed from 
there. 

Mr. Vinson. Oh, he should not be permitted to go back, Mr. 
Chairman, to say that the man did not have the physical disability 
when he was retired. 

Mr. Kitpay. That is what I mean. 

Mr. Vinson. We don’t want the Comptroller in that phase of it 
at all. His function is to audit these accounts and no more. 

The Cuarrman. Did the Chair understand the gentleman from 
Texas, Mr. Kilday, offered an amendment to strike out “refunds and 
payments’’? 

Mr. Kitpay. Insert the word “and” between ‘‘determines” and 
“certification”’. 

The CuarrMan. Any objection to that amendment? 

Without objection, so ordered. 

Insert “and” between “determines” and “certification” on line 19, 
and strike out “refunds and payments’”’ in line 19. Without objection, 
so ordered. 

Proceed. 

Mr. Smart. Section 7. 

Mr. Devernux. Mr. Chairman. 

The CuarrMan. Yes. 

Mr. Drevernux. May I develop one thing. How about a person 
who is retired working for the Government and therefore not drawing 
retired pay? Can he buy into this? 

Captain Horr. Yes, sir. That is a provision of section 5, which is 
specifically written in for that purpose. 

tet Van Zanpt. Then any number of years after the bill becomes 
a law? 

Captain Hoyt. There is a date, a certain date, a limiting date, on 
which the present retired list may come in. 
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Mr. Parrerson. Captain, what if the person referred to by the 
general, say, retired right after World War II and then went to work 
for the Government? 

Captain Hoyr. He is still on the retired list. He is eligible. 

Mr. Vinson. Under section 5. 

Mr. Kitpay. Of course he would have to elect to come under it 
within 180 days. 

Captain Hoyr. One hundred and eighty days. 

Mr. Van Zanpr. One hundred and eighty days after this becomes 
law. 

The Cuartrman. He has 6 months’ time. 

Mr. Smarr. Section 7. 

Captain Hoyr. Section 7—A. [Reading:] 

The head of the department concerned is empowered to use any means pro- 
vided by law to recover amounts of annuities erroneously paid to any individual 
under this Act. The head of the department concerned may authorize such 


recovery by adjustments in subsequent payments to which the individual is 
entitled. 


(b) There need be no recovery as provided in subsection (a) of this section 
when, in the judgment of the head of the department concerned, the individual 
to whom the erroneous payment has been made is without fault and recovery 
would be contrary to the purpose of this Act or would be against equity and good 
conscience. 

Now that is just the usual language that goes in, in all of these 
things. It gives the Secretary a chance to go after somebody who 
has made a fraudulent claim and at the same time if we have made a 
mistake, as occasionally we do, it doesn’t mean the Secretary has to 
hound some poor widow. 

Mr. Kixpay. Isn’t that essential in legislation of this kind where the 
benefits accrue to widows and orphans? 

Captain Hoyr. That is correct. 

The CuarrMan. Continue. 

Captain Hoyr. Section (c). [Reading:] 

No certifying or disbursing officer shall be held liable for any amount erro- 
neously certified or paid by him pursuant to this Act, unless, in the judgment of 
the head of the department concerned, such erroneous certification or payment 
is the result of his gross negligence or his intent to defraud. 

Mr. Smart. It is forgiveness language. 

Captain Hoyr. Forgiveness language. 

Mr. Coie. Excuse me, Mr. Chairman. 

The CHarrMan. Yes. 

Mr. Cote. Is that true in all similar cases, that the disbursing 
officer is only held accountable for his gross negligence? 

Captain Hoyt. No, sir. In handling pay, that is not true. 

Mr. Coxe. What degree of error is he allowed in those cases? 

Captain Hoyr. I don’t think he is allowed any error. 

Mr. Cote. Why should he be allowed a greater latitude of error in 
disbursing retirement funds than he is in normal funds? 

Captain Hoyt. I see Mr. Brown here who knows more about that 
than I do. 

Mr. Kixupay. Mr. Chairman, at this point, we are going backward 
in experience, a long time ago, we had in the committee. This pro- 
vision was included in the allotment and allowance acts we have 
passed. The only reason I know of that would justify it in legisla- 
tion of this kind would be to assure prompt payment to widows and 
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orphans, rather than having the disbursing officer be required to 
hold up any payments until he can be legally certain. In the allot- 
ment and allowance, our idea was to get the money to the dependents 
as quickly as possible. That would be the only thing that I could 
think of that would justify this provision. 

Mr. Vinson. That is enough justification. 

The Mr. Cole. 

Mr. Cote. It isn’t enough justification in my viewpoint, because 
that can be accomplished by other expressions in the law to expedite 
payment. That is desirable, but you don’t need to exonerate the 
payment of the disbursing officer for his negligence in order to provide 
for a prompt payment. 

The Cuarrman. Mr. Brown, do you have a comment on that? 

Mr. Brown. My name is Pierson Brown, Bureau of Supplies and 
Accounts, Navy Department. I believe the first question, if 1 heard 
you correctly, Mr. Cole, you raised the point as to why they used the 
term “gross negligence.”’ Did I understand you correctly? 

Mr. Coxe. That is right. 

Mr. Brown. Well, actually, since you raised the point, I would 
say that on the basis of experience in prior legislation of this character 
the words “gross negligence’’ is not really necessary, because if the 
individual is negligent, that is the only word we need. So as to that 
point, that is my opinion. 

As to the need for this subsection at all, it has usually been the 
custom to recommend it in the type of legislation where much is 
done before the actual right to receive payments arises on the matters 
with which the disbursing officer has had no concern. There are a 
lot of determinations that have to be made. The first example——— 

Mr. Coie. Don’t go into too much detail, Mr. Brown, because time 
is moving along. But can you assure the committee that the question 
of the liability of the disbursing officer does not influence the prompt- 
ness of the payments, or does not have any bearing on the promotness 
of the payments? 

Mr. Brown. As to that point, I would say ‘“‘yes,” I can assure the 
committee. 

Mr. Coie. That there would be no delay? There is no connection? 

Mr. Brown. That is right; there should be none. 

Mr. Jounson. Do you think the word “gross” should be stricken 
out of the bill? 

Mr. Brown. I do not say that I recommend it, but I do say that 
on the basis of past experience with measures of this type, I think that 
the language would be just as good, just as effective, without the use 
of the word ‘gross,’ if the committee so desire. 

Mr. Jounson. I move we strike out that word, Mr. Chairman. 

The Cuatrman. Mr. Johnson moves we strike out the word ‘‘gross’’. 
Without objection, it is so ordered. 

Strike out the word “gross” before 
page 9. 

Proceed, so we get through. 

Captain Hoyvr. Section 8. |[Reading:] 


“negligence” in line 13 on 


This Act shall be administered under regulations prescribed by the President, 
which regulations shall be uniform insofar as practicable for all of the uniformed 
services. The President shall report annually to the Congress upon the operation 
of this Act. For the purpose of advising in the administration of this Act, the 
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President shall convene annually, or oftener if he deems necessary, a Board of 
Actuaries to be composed of the Government Actuary 

that is, in the Treasury Department— 

the Chief Actuary of the Social Security Administration, and an actuary to be 
selected from the membership of the Society of Actuaries. 

The Cuatrman. Good. 

Captain Hoyr (reading): The compensation of the actuary selected from the 
membership of the Society of Actuaries shall be fixed by the President. TT! 
tables to be used in computing deductions in retired or retirement pay to provid 
the annuities under this act shall be those recommended by the board of actuaries. 

Now, here we have a disinterested group of men. We have the 
Treasury represented to look after the taxpaver’s interests. We 
have the man who is engaged in social types of plans of this nature. 
And as a third man and balancing member, we have a practical 
life-insurance man who is working on that stuff in his everyday life. 
There will be nobody with any interest in the plan who will benefit 
by it, setting the rates. It will be completely 

The CHarrMan. It is a well-balanced setup, and you have these 
men who think objectively and who choose the tables or figure out 
actuarily how it can be self-sustaining. 

Captain Hoyr. That is correct. 

Mr. Rivers. There is no law to restrain the President from paying 
then anything he pleases to get a good man, either. 

Captain Hoyt. No, sir. 

Mr. Harpy. Mr. Chairman, may I ask one question there. This 
means, then, the tables will be brought up to date annually? 

Captain Horr. The tables can be brought up to date annually. 
Any time these actuaries feel a change is necessary, they can recom- 
mend it to the President and they can do it. 

Mr. Harpy. This does not mean that the tables would change 
the rate of the annuity after it had once been started? 

Captain Hoyt. No, sir; it does not. 

Mr. Harpy. But the table that is in effect at the time payment 
becomes due is the table that will be utilized throughout the life of 
that annuity? 

Captain Hoyt. That is correct. 

The Cuatrman. Continue, Captain. 

Mr. Cote. Mr. Chairman, may I just raise the question if there 
is any reason why the Secretary of Defense—why the President 
could not be relieved of this added statutory responsibility and instead 
vest that authority in the Secretary of Defense, as the principal using 
agency? 

Captain Hoyt. Well, there is no reason why it couldn’t. The 
reason we put the President in, Mr. Cole, is because- 

Mr. Cots. There was more than one department involved. 

Captain Hoyr. More than one department involved. 

Mr. Rrovers. The Bureau of the Budget is going to handle it 
anyway. 

Mr. Coxe. But since the Defense Department is predominantly the 
using agency, is there any reason why you see we couldn’t put in 
Defense Department rather than President? 

Captain Hoyr. As far as I know, it would be perfectly all right. 

Mr. Cote. Youallsay no. Now we have been reading in the paper 
the last 6 months the statutory obligation of the President to do this 
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and that and the thousands of other things and it doesn’t give him 
time to do anything else. I want to relieve him of any statutory 
obligations not necessary——— 

The CHarrman. You have the Treasury, Public Health, Social 
Security —— 

Mr. Coxe. Of course there is a conflict of departments there. 

Mr. Vinson. Let the President do it. It gives strength to the bill. 
The Department of Defense has enough duties. 

Captain Hoyr. Leaving it with the President, it would have this 
advantage, I think—I think it would maintain the independence of 
this third actuary who is to be selected 

Mr. Cote. You know very well if the Secretary of Defense, in the 
exercise of any authority given to him in this bill, did it in an arbitrary 
and capricious manner, it wouldn’t take very long for the other 
departments concerned to correct it by going to the President. 

Captain Hoyt. That is right. 

Mr. Cour. Mr. Chairman, I move we strike out ‘President’? and 
put “Secretary of Defense” in place of President. 

Mr. Smart. There is a motion. Mr. Cole made a motion. 

The CxHarrMan. Your motion is to substitute “Secretary of 
Defense’? 

Mr. Coxe. Instead of ‘President.”’ 

The CHarrMan. Those in favor raise your right hand. 

(Show of hands.) 

The CHarrMAN. Opposed? 

(Show of hands.) 

Mr. Smarr. The “Ayes” have it, Mr. Chairman. 

The Cuarrman. All right, so ordered. 

Continue, Captain. 

Captain Hoyt. Section 9. [Reading:] 

No annuity payable under this act shall be assignable, either in law or equity, 
or be subject to execution, levy or attachment, garnishment, or other legal process. 

That is the same language that applies to retired pay for the 
individual. 

Section 10. [Reading:] 

All annuities payable under this act shall accrue from the first day of the month 
in which the retired member dies and shall be due and payable not later than the 
15th day of each month following that month and in equal monthly installments 
thereafter, except that no annuity shall accrue or be paid for the month in which 
entitlement to that annuity terminates. 


Now, that is merely to avoid prorating from date of death to date 
of death, and on average it will work out evenly. I mean it will 
start of the first of the month and end on the last of a month. It 
makes the administrative detail very much simpler than if vou made 
it a given date of death. 

The CuatrmMan. That is all right. 

Captain Hoyr. Section 11. [Reading:] 

Annuities payable under this act shall be in addition to any pensions or other 
payments to which the beneficiaries may now or hereafter be entitled under other 
provisions of law, and shell not be considered income under any law administered 
by the Veterans’ Administration, 


Now, that is aimed at preventing the exclusion of the termination 
of this $48 pension which is now paid to enlisted people chiefly— 
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wives—in the event that he has bought 1 of those annuities with 
his own money. 

Mr. Van ZAnvt. What is the limitation today? 

Captain Hoyt. $1,400. 

Mr. Van Zanpv. 

Captain Hoyv. Single. $2,700 with a family. 

Mr. Rivers. This keeps thee from shutting the door in a man’s 
face when he gets sick? 

Captain Hoyr. That is right. 

Mr. Van Zanpr. Captain, you look at this also as being bought by 
the officer concerned? 

Captain Hoyr. Oh, yes. It is being bought by the officer or en- 
listed man. 

Mr. Corn. Well, what would be the corresponding effect of a pri- 
vate individual, not a military man, who had with his own money 
bought retirement annuity? What are the present provisions of law 
with respect to Veterans’ Administration payments to his widow? 

Captain Hoyr. Unfortunately, if he had bought an annuity with 
his own money in a private plan and had it paid over a period of years 
to his widow, if it exceeded $1,400 a year and she was a widow alone, 
they would cancel out the $48. 

Mr. Coun. So this provision puts the military annuitant on a more 
preferred basis than the civilian annuitant, the civilian who provides 
for his own annuity? 

Captain Hoyt. That is true. On the other hand, you might say 
that this man has given a good deal of time of his life and in many 
cases he has been injured in the service. Today, that $1,400 limita- 
tion lets the Government out of any obligation at all. I am not at 
all sure that that is proper. I think the Government may owe a slight 
obligation, not a very large one, but some obligation to people who 
spent 40 years in service and to the families who spent that time in 
the service with them. We are trying—we feel if you were to strike 
this, that you might be shifting the entire burden to the individual 
and repudiating any obligation on the part of the Government. 

Mr. Coxe. Of course there is a lot of justification of taking the posi- 
tion which you have. But it seems by taking that position you are 
discriminating, what might be called unfairly, in favor of the profes- 
sional veteran as against the civilian veteran. 

Mr. Bennett. The civilian veteran might have bought with Equi- 
table Life Insurance Co. or something like that a comparable thing 
and he would be discriminated against. 

Captain Hoyr. I can see the point that is raised, Mr. Cole. 

Mr. Van Zanpt. Mr. Chairman—— 

Mr. Bennett. Excuse me. Can I say: Maybe the answer to that 
would be to allow it to all such civilians as well. 

Mr. Bares. That doesn’t come under the jurisdiction of this com- 
mittee. 

Mr. Bennett. That doesn’t come under this bill. But it does 
seem like it is a pretty basic discrimination. 

Captain Hoy. I can see the point that you are making. But | 
might say that in many other bills of this nature this same thing 

Mr. Kitpay. There is a little difference here, I think. This is a 
division of retired pay. 

Captain Hoyt. That is right. 
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Mr. Kintpay. The man has been receiving his retired pay and he 
dies and then there is a vested right to continue with retired pay. 
I grant you it is not a tremendous distinction, but I think it is some 
distinction, that when you divide the retired pay between the service- 
man and his surviving wife and children there 1s some reason to con- 
tinue the payment without a hiatus because there may have been 
some insurance probably. 

Mr. Van Mr. Chairman. 

The CHarrmMan. Mr. Van Zandt. 

Mr. Van Zanpr. Captain, do you know of any other exemption? 

Captain Hoyr. Yes; NSLI, for example, the life insurance 
policies —— 

Mr. Van Zanprt. Say that again. 

Captain Hoyr. NSLI life insurance policies are not counted—or 
Government life insurance policies are not counted. They are 
excluded from the gross. 

Mr. Van Zanpr. They are not counted as income? 

Captain Hoyr. They are not counted as income. So there is 
precedent. 

The CHarrMan. Yes. It is all right. Continue. We are going 
to have a rolleall soon. I am trying to beat the deadline. 

Captain Hoyr. Section 12: 

There are hereby authorized to be permanently appropriated such sums as 
may be necessary to carry out the provisions of this act. 

I want to call the committee’s attention to that word “permanently.”’ 
That originated with the Treasury. They said the normal appro- 
priation, which lapses, you see, at the end of 2 years for retired pay 
wouldn’t do for the handling of this fund because you would have to 
keep on paying these widows whether you have the money in the 
bank or not. They felt that this would solve the problem and it 
would save any setting up of funds and tremendous amount of book- 
keeping. I know it is not usual language, but-——— 

Mr. Van Zanpor. Mr. Chairman. 

The CHarrMan. Yes. 

Mr. Van Zanpr. Captain, can you give us any idea of just how 
much this is going to cost the Government? 

Captain Hoyr. I will say this much, Mr. Van Zandt. If the plan 
is successful, if the people take it to the extent that they have exer- 
cised this option in the Foreign Service and in the Civil Service, for 
the first 20 years the appropriation for retired pay will be consider- 
ably below what it is today, considerably below, because the people 
will be coming on the retired list faster than they will be dying and 
the widows will be drawing less of course than their husbands would. 
I mean that is the case of any one of these plans. Until the plan 
matures, there is always a period of time where your expense is less 
than you take. 

Now, at the e nd of 20 vears, I would say that the thing would prob- 
ably be pretty closely in balance. Of course that is hard to predict 
because you have fluctuations in the services and you have—you don’t 
even know whether there is going to be peace or war, I mean. 

Mr. Van Zanpr. Your estimate of expense: Does it include bene- 
fits and administrative expenses or benefits only? 

Captain Horr. When I am speaking now, I am speaking of benefits 
only. I can’t see after the first vear, after you pick up the present 


list, any great clerical expense involved in this thing. We only 
retired between the services 

Mr. Vinson. Mr. Van Zandt, he testified the other day it would 
only require four additional personnel in the Navy Department te 
administer the law. 

The Cuarrman. Mr. Miller. 

Mr. Mixurr. I would like to ask Mr. Myers 

The Cuatirman. Now just a second, gentlemen. Go ahead, Mr. 
Miller. 

Mr. Mixxer. Were the factors that you now have, could you make 
any suggestions in section 4 that would strengthen the position which 
you have taken, that this won’t cost any more money or it will be about 
at a level? 

Mr. Myers. I think, if the factors are selected properly, the various 
options in section 4 will work out all right. 

Mr. Mituer. You couldn’t make any suggestions as to wording 
that will improve the plan in that respect? 

Mr. Myers. No. I think those options are a matter of policy. I 
think they are reasonable options. I think there is quite ample 
opportunity given to people to select what they think fits their own 
situation best. 

Mr. Vinson. Mr. Chairman, I move the bill be favorably reported 
as amended. 

Mr. Bares. Mr. Chairman. 

The CHarrmMan. Well, read the section 13. Let's finish. 

Captain Hoyr. Section 13. ‘This act shall take effect on the 
first day of the month following the month in which it is enacted.” 

I don’t think that is practical. We come up with a beneficial 
piece of legislation like this and you are always faced with the fact 
that somebody is going to be cut off. It is going to take, | would say 
about 90 days for these actuaries to get their tables out. I believe 
from then on—lI mean, I believe that would be a minimum period of 
time—— 

Mr. Vinson. Put 90 days, then. 

Mr. Smarr. Put the first day of the third month. 

Captain Hoyr. The third month following. 

The CuarrmMan. The first day of the third month. 

Captain Hoyr. The third month following. 

The CuarrMANn. Without objection—any objection? Without ob- 
jection, that is ordered. 

Mr. Gavin. Mr. Chairman. 

The CuHainMan. Yes. 

Mr. Gavin. Do you think the 180 days to submit applications is 
sufficient time to reach everybody that might be interested? 

Captain Hoyr. We have 180 days following 90 days. That gives 
us a total of 9 months. We can get them. You see, we will send 
this information out in their pay envelopes. 

Mr. Rivers. Mr. Chairman, will it be mandatory on the part of the 
Appropriation Committee to carry out this thing under section 12? 
It said, ‘“permanently.”’ That is why I raised the question. 

(Asides. ) 

The CuatrmMan. That completes the bill, gentlemen. Is there any 
objection from anyone to reporting the bill? I am going to ask 
Mr. Cole to report the bill and to handle it on the floor. Mr. Vinson 
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has asked Mr. Kilday to handle it for the minority on the floor and 
Mr. Vinson and I will be happy to go over with Mr. Cole and Mr. 
Kilday before the Rules Committee at a convenient time, perhaps 
not until next week because of a pretty heavy schedule. If there is 
no objection, the bill is unanimously reported and the committee 
will stand in recess until Thursday morning et 10 o’clock. 

(Whereupon, at 11:12, the Committee adjourned to reconvene 
at 10 a. m., Thursday, May 28, 1953.) 
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